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No.  878. 

Tx  THE  Matter  of  the  Application  of  tkk  Atlantic  City  Elec- 
tric Company  for  Approval  of  the  Issuance  of  $46,000  in 
Aggregate  Principal  Amount  op  its  First  and  Refunding 
^FoRTGAGE  Five  Per  Cent.  Sinking  Fund  Gold  Bonds. 

Issuance  of  $46,000  first  and  refunding  mortgage  five  per  cent,  bonds  is  ap- 
proved with  the  proviso  that  the  same  shall  not  be  sold  or  otherwise  disposed 
of  without  the  approval  of  the  Board. 

J.  P.  Vandervoort,  for  the  Company. 

This  is  an  application  hv  Atlantic  City  Electric  Company  for  the 
approval  of  the  Board  of  the  issuance  of  $46,000  in  aggregate  prin- 
cipal amount  of  its  first  and  refunding  mortgage  five  per  cent,  sinking 
fund  gold  bonds,  to  be  u-^ed  for  the  purpose  of  retiring  a  like  amount 
of  the  bonds  of  the  New  Jersey  Hot  Water  Heating  Company. 

The  petitioner,  Atlantic  City  Electric  Company,  was  formed  by 
the  consolidation  of  the  Atlantic  City  Electric  Company,  Atlantic 
City  Electric  Light  and  Power  Company,  The  Electric  Light  Com- 
pany of  Atlantic  City,  and  New  Jersey  Hot  Water  Heating  Com]>any. 

Under  the  terms  of  a  first  and  refunding  mortgage  made  by  the 
Atlantic  City  Electric  Company  to  Girard  Trust  Company,  trustee, 
under  date  of  March  2d,  1908,  for  $5,000,000,  Atlantic  City  Electric 
Company  reserved  bonds  of  the  aggregate^  principal  amount  off 
$250,000  for  the  purpose,  among  other  thingr,  of  retiring  the  first 
mortgage  five  per  cent,  gold  l>onds  of  Xew  Jersey  Hot  AVater  Heating 
Company,  dated  July  2d,  1906,  maturing  July  2d,  1936,  and  secured 
by  a  mortgage  or  deed  of  trust  dated  July  2d,  1906,  from  said  Xew 
Jersey  Hot  Water  Heating  Company  to  Marine  Trust  Company, 
trustee. 

It  is  desired  to  issue  $46,000  of  the  Atlantic  City  Electric  Company 
bonds  under  the  mortgage  of  March  2d,  1908,  for  the  purpose  of  re- 
tiring a  like  amount  of  the  bonds  of  the  New  Jersey  Hot  Water 
Heating  Company.  The  applicant  having  already  acquifed  the 
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Ocean  City  Gas  Light  Company — Increase  in  Rates. 

$46,000  of  New  Jersey  Hot  Water  Heating  Company,  the  newly 
issued  bonds  of  the  Atlantic  City  Electric  Company  will  then  become 
the  property  of  the  company. 

There  seems  to  be  no  objection  to  this  being  done  and  the  Board 
will  grant  its  approval,  with  the  proviso,  however,  that  the  bonds 
so  issued  shall  not  be  sold  or  otherwise  disposed  of  without  the  ex- 
press permission  of  the  Board. 

Dated  March  31st,  1921. 


Ho.  879. 

In  the  Matter  of  the  Application  of  the  City  Gas  Light 
Company  for  Increase  in  Rates. 

1.  Application  is  made  by  a  gas  company  for  an  increase  of  18  cents  per 
thousand  cubic  feet  in  its  rate  for  gas. 

2.  Giving  due  consideration  to  all  the  conditions  the  Board  is  of  the  opinion 
that  the  increase  petitioned  for  would  not  be  unlawful  or  opposed  to  the  wel- 
fare of  the  community  served  or  the  reasonable  requirements  of  the  company. 

L,  C.  Ritchie,  for  tlie  Petitioner. 

xi,  C.  Bos  well  and  Joseph  0.  Champion,  for  the  Citv  of  Ocean 
City. 

K.  H.  Nnlty,  for  the  Ocean  City  Chamher  of  Commerce. 

The  City  Gas  Light  (^ompany,  supplying  gas  in  the  City  of  Ocean 
City,  submitted  under  date  of  March  7th,  1921,  an  application  for 
an  increase  of  18  cents  per  thousand  cubic  feet  over  its  existing  rate  of 
$1.90  per  thousand  cubic  feet  for  gas  sold.  The  petitioner  asserts 
that  the  increased  rate  is  applied  for  because  demands  have  been 
made  by  civic  organizations  and  city  officials  for  improvements  in 
gas  service. 
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"which  demands  have  arisen  through  the  reserve  plant  and 
pipe  lines  capacities  having  been  exceeded  during  the  summer 
of  1920  through  the  abnormal  increase  in  gas  sales  during  the 
last  two  years.  *  ♦  *  That  the  cost  of  necessary  improve- 
ments will  amount  to  approximately  $72,695.*' 
It  states  that  it  is  unable  to  finance  the  improvements  demanded 
of  it  from  current  rates 

^*But   believes   that  the   authorization   of  the   increased   rate 
prayed  for  will  enable  it  to  secure  fresh  capital  to  make  the 
necessary  improvements.'' 
The  City  of  Ocean  City  filed  an  answer  to  the  petition  stating  the 
following : 

"That  it  is  willing  to  allow  an  increase  of  rate,  not  to  ex- 
ceed 18  cents  per  1,000  cubic  feet  of  gas  over  and  above  the  rate 
now  fixed,  and  the  surcharge  now  fixed  by  your  Board,  pro- 
vided, however,  that  the  rate  become  effective  May  1st,  1921, 
and  to  be  considered  only  a  temporary  rate  with  the  privi- 
lege upon  the  part  of  the  municipality  to  apply  to  the  Utility 
Board  at  any  time  for  a  decrease  in  the  rate  and  surcharge." 
Upon  the  application,  hearing  has  been  held  of  which  due  notice 
was  given.    No  objection  has  been  made  to  the  increase. 

Giving  due  consideration  to  all  the  conditions  the  Board  is  of  the 
opinion  that  the  increase  petitioned  for  would  not  be  unlawful  or 
opposed  to  the  welfare  of  the  community  served  or  the  reasonable 
requirements  of  the  company. 

The  Board  will  permit  the  increase  to  become  effective  from  and 
after  May  1st,  1921;  the  meter  service  charge  now  in  effect  to  be 
continued.  This  is  with  the  understanding  that  the  rate  schedule  of 
the  company  is  subject  to  challenge  as  to  its  reasonableness  and  that 
the  Board  reserves  the  right  to  alter  the  schedule  in  the  future 
should  conditions  so  change  as  to  make  such  alterations  just  and 
reasonable. 

Dated  April  7th,  1921. 
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Millville  Traction  Company — Proposed  Abandonment. 


No.  880. 

Js  THE  Matter  of  Proposed  Abandonment  by  ^fiLLViLLE  Trac- 
tion Company  of  Its  Franchise  on  South  Second  Street, 
Millville. 

1.  Applicotion  ir  made  by  a  street  railway  company  to  abandon  part  of  its 
line. 

2.  In  view  of  the  inability  of  the  company  to  earn  anything  like  a  fair  return 
upon  the  property  involved;  of  the  request  of  the  State  Hisrhway  CommisRion 
that  the  track  be  removed  so  it  may  improve  the  street  as  part  of  the  State 
Highway  System,  and  the  request  of  the  City  Commission  that  the  Board  con- 
sent to  the  removal,  the  Board  holds  that  the  advantages  accruing  to  the  comr 
munity  as  a  whole  from  the  removal  of  the  tracks  and  abandonment  of  the 
franchise  outweigh  the  objections  of  residents  opposing  the  removal,  and  that 
the  consent  should  be  granted. 

W.  It.  Baron,  for  the  Petitioner. 

J.  TT.  Branan,  Chas.  M.  Shipley  and  James  *Sf.  Steel  man,  for 
Citizens  Committee  of  Millville. 

This  is  an  application  for  the  ahamlonment  of  a  track  on  South 
Second  Street,  in  the  City  of  Millville,  eightv-three  hundredths  of  a 
mile  in  length.  Tn  July,  1919,  the  city  gave  notice  of  its  intention 
to  repair  South  Second  Street  and  notified  the  company  that  it 
should  repave  that  portion  of  the  street  which  it  was  required  by  law 
to  keep  in  condition. 

Tlie  company  filed  an  application  with  the  Board  to  he  permitted 
to  abandon  its  franchise  in  the  street  and  to  remove  it^  tracks  there- 
from. This  application  was  not  acted  upon  by  the  preceding  Board 
and  subsequently  the  State  Highway  Commission  adopted  plails  for 
the  improvement  of  the  street,  including  the  repavement  of  the  same. 
The  State  Highway  Commission  Engineers,  in  conference  with  the 
representatives  of  the  Traction  Company,  notified  the  company  to  re- 
move its  tracks  from  the  street  so  that  the  work  to  be  done  by  the 
Highway  Commission  could  be  performed. 
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The  municipality  by  a  resolution  filed  with  the  Board  authorized 
the  removal  of  its  tracks  in  South  Second  Street  by  the  company, 
and  the  company  thereupon  filed  a  new  application  with  the  Board 
asking  the  consent  of  the  Board  to  the  abandonment  of  its  franchise 
in  the  street  and  the  removal  of  its  tracks. 

The  necessity  for  the  improvement  of  the  street  does  not  seem  to 
be  disputed.  It  is  advantageous  apparently  to  the  municipality  to 
have  the  State  Highway  Commission  perform  this  work.  The  entire 
City  Commission,  consisting  of  five  members,  have  personally  signed 
the  request  to  this  Board  to  consent  to  the  proposed  abandonment. 

It  appears  that  the  section  of  the  track  in  question  is  at  the  end 
of  a  line.  It  further  appears  that  the  revenue  from  it  amounts  to 
about  50  cents  an  hour  and  that  it  is  not  in  any  sense  yielding  a  fair 
return  to  the  company. 

There  was  some  opposition  to  the  application  from  some  residents 
along  the  street.  The  portion  of  the  line,  as  stated,  is  short,  being 
but  eight-tenths  of  a  mile.  An  official  of  the  company  says  that 
when  the  street  is  improved  several  jitney  owners  intend  to  operate 
on  it. 

In  view  (a)  of  the  inability  of  the  company  to  earn  anything  like 
a  fair  return  upon  the  property  involved;  (b)  of  the  request  to  the 
company  of  the  State  Highway  Conimi^«^ion  that  the  track  be  re- 
moved so  it  may  improve  the  .-treet  in  question  as  a  part  of  the 
State  Highway  System,  and  (c)  the  request  of  the  City  Commission 
of  Millville  that  the  Board  consent  to  the  removal  of  the  tracks,  we 
are  of  the  opinion  that  the  advantages  accruing  to  the  community 
as  a  whole  from  the  removal  of  the  tracks  and  the  abandonment  of  the 
franchise  in  question  outweigh  the  objections  of  the  residents  op- 
posing the  removal  and  will  accordingly  grant  the  consent  requested. 

Dated  Mav  10th,  1921. 
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No.  881. 

In  the  Matter  of  the  Abandonment  of  Portion  of  the  Line 
AND  Removal  of  Tracks  of  the  Bridgeton  and  Millville 
Traction  Company. 

1.  Consent  is  given  to  a  street  railway  company  to  abandon  service  and 
remove  tracks  partly  on  a  private  ri^rbt  of  way  and  partly  on  a  public  highway 
where  the  track  runs  to  an  amusement  park  no  longer  used;  the  consent  to  the 
removal  of  the  track  from  the  public  highway  to  be  given  upon  the  municipality 
consenting  thereto. 

2.  With  respect  to  another  portion  of  the  track  running  for  a  distance  of 
ten  miles  between  different  municipalities  the  Board,  notwithstanding  the  com- 
pany's assertion  that  the  portion  of  the  line  in  question  is  not  profitable,  will 
not  grant  the  application  for  removal  at  least  until  the  attitude  of  the  munici- 
palities is  ascertained  and  evidence  thereof  is  submitted  to  the  Board. 

3.  Mere  failure  to  earn  a  proper  return  on  a  line  wJiich  is  part  of  a  system 
is  not  sufficient  ground  for  its  abandonment. 

C.  L.  S.  Tingley  and  H,  B.  GUI  for  the  Petitioner. 

Francis  A.  Stanger,  Jr.^  and  77.  //.  Fithiati,  for  Bridgeton  Cham- 
ber of  Commerce. 

C.  W.  Hand,  for  Township  of  Commercial. 

The  applicant  requests  the  right  to  abandon  (1)  a  portion  of  its 
tracks  in  the  City  of  Bridgeton,  running  from  the  crossing  of  the 
Central  Railroad  tracks  on  the  Bridgeton  and  Deerfield  Turnpike 
and  private  right  of  way  to  Tumbling  Down  Park.  There  was  testi- 
mony that  there  is  no  longer  traffic  Ix^tween  the  points  in  question 
as  the  park,  which  had  been  establi.^hed  by  the  Traction  Company, 
is  no  longer  in  use.  The  crossing  over  the  Ceneral  Railroad  tracks 
is  in  bad  condition  and  the  portion  of  the  trolley  line  to  be  abandoned 
is  on  a  private  right  of  way  for  more  than  half  the  distance.  The 
length  of  the  stretch  of  track  proposed  to  l)e  abandoned  is  about 
two  blocks. 
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Consent  mW  be  given  to  the  abandonment  and  removal  of  the 
tracks  on  the  private  right  of  way  of  the  company.  As  to  the  portion 
of  the  tracks  on  the  Bridgeton  and  Deerfield  Turnpike,  consent  will 
be  given  to  the  removal  thereof  if  the  municipality  gives  its  consent 
thereto. 

(2)  The  company  also  requested  pemiisjiion  to  abandon  its  tracks 
beginning  at  Commerce  and  Church  Streets  and  running  along 
Church  Street  to  Irving  Avenue  and  along  Irving  Avenue  to  the 
Central  Railroad  of  New  Jersey's  tracks. 

The  company  now  requests  leave  to  withdraw  its  application  and 
it  will  be  permitted  to  do  w). 

(3)  The  company  also  requests  the  Board's  permission  to  remove 
about  ten  miles  of  track  running  between  Newport  and  Port  Norris  and 
Bivalve.  It  presented  evidence  showing  that  the  section  of  the  line 
in  question  is  not  self  supporting.  Tliis  section  represents  about 
26.8  per  cent,  of  the  revenue  tracks  of  the  company.  It  is  the  only 
street  railway  communication  between  Bivalve,  Port  Xorris,  Dividing 
Creek  and  Newport  and  ij^  part  of  the  line  which  connects  Bridgeton, 
Newport,  Port  Norris?  and  Bivalve. 

Commercial  Township,  of  which  Port  Norris  is  the  principal 
center  of  population,  contains  twenty-two  hundred  inhabitants; 
Downe  Township,  including  Dividing  Creek  and  Newport,  thirteen 
hundred  and  twenty-two;  Lawience  Township,  which  is  contiguous 
to  Newport,  contains  fifteen  hundred  and  forty-nine  inhabitants; 
Fairfield  Township,  including  Fairton,  sixteen  hundred  and  twenty- 
nine  inhabitants;  the  City  of  Bridgeton  fourteen  thousand  three 
hundred  and  twenty-two. 

No  application  has  been  made  to  any  of  the  townships  concerned 
in  the  proposed  abandonment  and  there  is  no  eWdence  that  the 
municipalities  had  in  anywise  consented  thereto.  This  Board,  not- 
withstanding the  company's  assertion  that  the  portion  of  the  line 
in  question  is  not  profitable,  will  not  grant  the  application  requested, 
at  least  until  the  attitude  of  the  municipalities  in  regard  thereto  is 
ascertained  and  evidence  thereof  presented  to  the  Board.  Mere 
failure  to  earn  a  proper  return  on  a  line  which  is  part  of  a  system 
is  not  sufficient  ground  for  its  abandonment. 

The  application  in  this  respect,  therefore,  will  be  denied. 

Dated  May  10th,  1921. 
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Wildwood  Gas  Company — In  re  Service  and  Rates. 


OBDEK. 

Application  having  been  made  by  the  Bridge  ton  and  Millville 
Traction  Company  for  permission  to  discontinue  service  and  remove 
the  tracks  from  certain  portions  of  its  line,  the  application  having 
been  duly  heard  and  the  Board  having  on  the  date  hereof  made  and 
filed  a  report  containing  its  findings  of  fact  and  conclusions  thereon, 
which  said  report  is  hereby  referred  to  and  made  a  part  hereof, 

The  Board  of  Public  Utility  Commissioners,  hereby  orders  ap- 
proved the  removal  by  the  said  company  of  its  tracks  from  its  private 
right  of  way  upon  the  line  from  the  crossing  of  the  Central  Railroad 
tracks  on  the  Bridgeton  and  Deerfield  Turnpike  to  Tumbling  Down 
Park.  In  all  other  respects  the  petition  is  hereby  ordered  dis- 
missed. 

This  Order  shall  become  effective  June  4tli,  1921. 

Dated  May  10th,  1921. 


No.  882. 

Wildwood  Gas  Company — Ix  re  Service  and  in  re  Rates 

Followinjir  hearing:  upon  the  questions  of  the  adequacy  of  the  service  and  the 
rates  of  a  gas  company,  the  following  was  held : 

1.  That  the  plant  capacity  of  the  applicant  should  be  increased  by  the  addi- 
tion of  boiler  capacity  and  connections  enabling  it  to  generate  sufficient  gas  to 
supply  its  customers  for  the  ensuing  year. 

2.  That  it  should  reinforce  the  mains  now  known  to  be  defective,  especially 
on  Roberts  Avenue,  where  a  two-inch  main  is  now  installed.  This  should  be 
replaced  by  a  four-inch  main  and  it  should  promptly  meter  all  applicants  for 
service  along  its  existing  mains. 

.3.  The  improvements  -set  forth  in  (1)  and  (2)  should  be  made  on  or  before 
July  1st. 

4.  That  in  order  to  meet  its  necessary  operating  expenses  and  return  on 
capital  installed  or  to  be  installed  under  provisions  of  paragraph  (1)  and 
(2)  hereinabove,  the  company  will  need  an  increase  in  rates  and  may  tile  a 
new  schedule  of  rates  eflfective  upon  the  completion  and  certification  of  the 
work  <?et  forth  above,  as  follows: 
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(a)  For  domestic  customers  gas  used  shall  be  charged  at  the  rate  of  $2.50 
net  per  thousand  cubic  feet  (without  the  addition  of  a  service  charge). 

(b)  Street  lamp  service  shall  be  continued  under  present  rates  to  December 
31<»t.  1921.  Prior  to  the  expiration  of  the  existing  contract  the  company  may, 
if  facts  warrant,  ask  for  a  revision  of  the  street  lighting  schedule  now  in  force. 

Xornmn  Grey,  for  Wildwood  Gas  Company. 

William  C.  llendeo,  for  City  of  Wildwood. 

Harry  Sickerson,  for  Wildwood  Crest. 

ir.  Courtright  Smith,  for  Xorth  Wildwood  and  Wildwood  Crest. 

IX   RE  SERVICE. 

A  general  inspection  of  the  plant  of  the  Wildwood  Gas  Company 
was  made  hy  the  Board's  inspector  on  Octoher  8th,  1920,  and  a  report 
of  the  results  of  the  inspection  made  under  date  of  Octoher  15th, 
1920.  The  inspector  recommended  that  in  order  to  render  adequate 
service  the  company  should  install  a  new  water  gas  set  having  a 
capacity  of  not  less  than  750,000  cubic  feet  per  day. 

After  notice,  a  hearing  on  this  report  wa*s  held  on  ^lay  2d,  1921. 
Counsel  for  the  company  agreed  with  the  recommendations  of  the 
Board's  inspector,  hut  claimed  that  the  company  had  not  been  ahle 
to  finance  the  necessary  expenditures  required  to  make  the  installa- 
tion. As  an  alternative  plan  for  the  year  1921,  counsel  for  the 
company,  after  consulting  his  manager,  suggested  that  the  capacity 
of  the  plant  could  be  increased  by  installing  a  new  boiler  furnishing 
a  more  adequate  supply  of  steam  to  the  present  generating  capacity' 
wliich,  thus  reinforced,  would  increase  its  capacity  sufficiently  to 
take  care  of  the  needs  of  its  customers  for  the  year  1921.  During 
the  course  of  the  hearing  complaint  was  made  of  the  poor  service 
on  Roberts  Avenue  due  to  the  fact  that  seventy-seven  customers  on 
one  block  were  served  from  a  two-inch  main.  Representatives  of  the 
company  agreed  that  this  main  ought  to  be  reinforced  by  a  larger 
sized  main.  Testimony  showed  that  three  or  four  hundred  new  houses 
were  being  constructed  in  the  territory  sened  by  the  company  and 
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would  want  gas  service  thi^^  season.  This  will  require  that  service 
pipes  and  meters  be  installed  preparatory  to  rendering  the  gas  service. 
The  company's  counsel  estimated  that  the  amount  required  to  take 
care  of  the  increase  in  boiler  capacity,  requisite  reinforcement  of 
mains  and  to  supply  service  pipes  and  meters  to  the  prospective 
customers  would  necessitate  an  outlay  of  approximately  $15,000  and 
that  in  1922  the  generator  recommended  by  tlie  Board's  inspector 
could  be  installed  for  approximately  $15,000  in  that  year.  He  fur- 
ther stated  that  if  an  adequate  rate  were  promptly  assured  the  com- 
pany the  necessary  expenditures  could  be  financed  and  the  work 
completed  prior  to  July  1st. 

IN  RE  RATES. 

The  presiding  commissioner  then  indicated  that  owing  to  the  neces- 
sity of  immediate  action  on  the  question  of  rates  it  appeared  ad- 
visable to  take  testimony  as  to  what  rate  would  be  just  and  adequate, 
and  asked  the  views  of  the  representatives  of  the  various  munici- 
palities served  on  the  question  whether  or  not  testimony  should  be 
taken  as  to  operating  costs  preparatory  to  ascertaining  what  rate 
•would  be  reasonable  under  the  circumstances.  The  consensus  of 
opinion  as  expressed  by  the  representatives  of  the  communities  was 
that,  provided  adequate  service  is  rendered  by  the  company,  they 
would  be  willing  the  investigation  should  be  extended  to  taking  testi- 
mony in  regard  to  operating  costs  and  conditions  and  that  the  Board 
should  fix  a  fair  rate  covering  the  necessary  costs  for  extensions  of 
facilities  and  for  operating  costs,  taxes  and  return  on  capital.  An- 
swering an  inquiry  of  the  presiding  commissioner,  Mr.  Nickerson 
summed  up  the  matter  in  the  following  language : 

"I  think  we  are  all  satisfied  to  have  the  gas  company  have 

a  satisfactory'  or  necessary  increase  in  their  rate  but  that,  of 

course,  I  suppose  is  up  to  the  Commission  to  determine  what 

that  rate  will  be.'' 

It  was  accordingly  agreed  that  the  com]>any  should   present  its 

affirmative  proofs  and  the  case  l)e  decided  on  the  evidence  submitted. 

In  order  that  the  matter  might  be  formally  before  the  Board,  the 

company  has,  with  the  permission  of  the  Board,  in  the  interval  pre- 
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sented  its  formal   petition   in  accordance   with   Conference  Ruling 
Number  Fifteen. 

The  petition  alleges: 

That  the  applicant  is  operating  under*  a  rate  established  by  the 
Board  fixing  the  price  of  gas  to  its  consumers  at  $2.10  per  thousand 
cubic  feet,  plus  a  readiness  to  serve  charge  of  25  cents  per  month  for  3 
and  5-light  meters  payable  by  yearly  consumers,  or  in  the  caee  of 
customers  using  the  company's  service  in  the  summer  months  only, 
plus  a  readiness  to  serve  charge  of  $3.00  per  annum,  collectible  in  ad- 
vance. The  petitioner's  rate  for  street  lighting  is  $30.00  per  lamp 
per  annum. 

That  the  company  proposes,  with  the  permission  of  the  Board 
first  obtained,  to  establish  the  following  rate  for  gas  effective  the  20th 
day  of  May,  1921: 

$2.50  per  1,000  cubic  feet  of  gas. 
$42.00  per  year  for  street  lamps. 

That  the  contract  rate  for  the  145  street  lamps  served  at  $30  per 
annum  obtains  for  the  year  1921  and  no  increase  can  be  collected 
from  the  city  on  account  of  the  budget  for  1920  providing  only  $30 
per  lamp  (for  1921). 

The  question  of  adequate  rates  will  now  be  discussed. 


1.  VALUE  OF  PROPERTY  USED  AND  USEFUL  NOW  INSTALLED  OB  TO  BE 
INSTALLED  PRIOR  TO  JULY  IST. 

On  May  28th,  1918,  the  Board  issued  its  report  "In  the  Matter 
of  the  Application  of  the  Wildwood  Gas  Company  for  Increased 
Rates."  In  that  proceeding  the  company  furnished  the  Board  in- 
formation relative  to  the  value  of  its  property  and  the  Board  deter- 
mined that  the  value  of  the  property  as  of  June  30tli,  1917,  was 
$336,534,  including  therein  $12,500  for  working  capital.  The  value 
of  the  fixed  capital,  omitting  working  capital,  was  determined  to  be 
$324,024.  Xet  additions  to  December  31st,  1920,  aggregate  $17,686, 
making  a  total  of  $341,710  for  fixed  capital  installed  as  of  Decem- 
ber 3l8t,  1920.  Adding  five  per  cent,  for  working  capital,  aggregating 
$17,290,  makes  a  total  value  of  $359,000  prior  to  the  installation  of 
the  contemplated  additions. 
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The  company  in  ite  petition  and  accompanying  statements  asks 
for  the  allowance  of  interest  on  its  funded  and  floating  debt  and  for 
eight  per  cent,  on  $15,000,  the  proceeds  of  which  are  to  \ye  used  to 
finance  the  improvements  hereinabove  recited.  The  interest  as  set 
forth  in  the  company's  exhibit  totals  $22,140.  To  test  the  reason- 
ableness of  this,  the  Board  takes  a  total  of  $22,740,  this  being  six 
per  cent,  on  the  $359,000  of  capital  now  installed,  and  eight  per 
cent,  on  the  $15,000  future  capital  to  be  immediately  provided.  It 
will  be  assumed,  therefore,  that  for  the  purposes  of  return  on  capital, 
$22,740  will  be  taken  in  this  proceeding. 


II.  operating  expexses  and  taxes  (other  than  those 

BASED  ON  GROSS  REVENUE). 

The  testimony  offered  on  behalf  of  the  company  indicated  that, 
with  the  exception  of  the  cost  of  fuel  and  oil,  operating  costs  for  the 
year  1921  would  approximate  those  for  the  year  1920  (set  forth  in 
the  annual  report  of  the  company  to  the  Board).  To  make  a  com- 
petent estimate  it  will  be  necessary  ( 1 )  to  approximate  the  gas  to  be 
sold  and  the  gas  to  be  made  and  (2)  to  estimate  the  cost  of  coal  and 
oil  necessary  to  produce  such  gas. 

ESTIMATED   OUTPUT   FOB  THE   YEAR  ENDING   JUNE   SOTH,    1922. 

Metered    revenue   gas 43,740  M.  cubic  feet. 

Gas  for  145  street  Uphts  (burning  365  days,  averaging 
13  hours  and  5  cubic  feet  per  hour),  say  24  M.  cubic 
feet  each    3.480    "      *• 

Total  Revenue  Gas 47,220    **      " 

Gas  used  by  the  company 353    "      "         " 

Gas  to  be  accounted  for 47.573    **      **         " 

Unaccounted  for  gas  taken  at  15%  of  gas  made S.427    **      **         " 

Total  to  be  made,  in  round  figures 5(5.000  M.  cubic  feet. 
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COST  OF  FUEL  AND  OIL. 

Taking  the  price  of  $7.14  per  short  ton  as  testified  to  in  the  pro- 
ceedings, it  will  require  the  expenditure  of  $5,340  for  boiler  fuel; 
assuming  the  cost  of  anthracite  coal  to  be  $13  per  long  ton,  it  will 
require  $16,250  for  generator  fuel;  and  assuming  the  cost  of  gas 
oil  to  be  9.75  cents  per  gallon,  the  cost  for  gas  oil  will  be  $17,472. 
The  aggregate  of  these  three  amounts  is  $39,062  for  the  ensuing  year. 

A  statement  of  the  operating  expenses  and  taxes  other  than  those 
based  upon  gross  revenue  follows  in  Table  I. 

TABLE  I. 

OPERATING    EXPENSES    FOR    YEAR   ENDING    JUNE    1ST.    1022,    BASED    ON    CURRENT 

PRICES   FOR  FUEL   AND   OIL,   OTHER  EXPENSES   TAKEN    TO   BE   EQUAL 

TO  THOSE  OF  1920. 

Boiler  Fuel   $5,340 

Generator  Fuel 10.250 

Gas  Oil    17,472 

Total  Fuel  and  Oil $300<;2 

Other   Production    Expense. 10,5S5 

Total  Production  Expense $40,047 

Transmission  and  Distribution 8,50.S 

Municipal    Street   Lighting 2,370 

Commercial  Expen^t^s   0,332 

New  Business ISO 

General    and    Miscellaneous     ( excluding]?    Amorti- 
zation)      3.340 

Subtotal   $70,447 

Amortization   8,000 

Subtotal   $78,447 

Taxes  other  than  tha«e  based  on  gross  revenue..       1,100 (Estimated) 
T 'ncollectible  Bills   453 

Total   Revenue  De<luctions  omittinj?  taxes  based 

on  grosj*  revenue $80  000 

Table  I  indicate?;  that  the  total  operating  expenses  nn  the  basis 
assumed  will  1)0  $80,000. 


Digitized  byCjOOQlC 


14       Repohts  of  Boabd  of  Public  Utility  Commissioners. 


Wildwood  Gas  Company — In  re  Service  and  Rates. 


III.  REVENUE  REQUIRED  TO  NET  $22,740  FOR  RETURN  ON  PROPERTY 

In  Table  II  will  l)e  brought  together  the  return  on  the  value  of 
property,  $22,740,  and  the  operating  expenses  of  $80,000  to  which 
will  be  added  an  amount  necessary  to  provide  for  the  franchise  and 
gross  receipts  taxes,  at  the  rates  of  five  per  cent,  and  3.44  per  cent, 
respectively  of  total  gross  revenue.  These  figures  are  shown  in 
Table  II.  ' 

TABLE  II. 

REVENUE  BEQUIBED  TO  EARN  $22,740  ON   PRESENT  CAPITAL  OF  $350,000  AND  ON 
CONTEMPLATED   ADDITIONS    OF   $15,000. 

Capital  after  contemplated  improvements $374/)00 

Interest  thereon*  22,740 

Operating  expenses,  omitting  taxes  based  on  gross*  re- 
ceipts    80,000 

Subtotal  $102,740 

Franchise  and  gross  receipts  taxes 9.470 

Total  revenue  required    $112,210 

Provided  by  street  lights 4,350 

Required  from  metered  customers $107,860 

B3stimated  sales  of  gas,  M.  cubic  feet 43,740 

Indicated  rate  per  M.  cubic  feet $2.47 

Taken   as    $2.50 

16%  on  $359,000;    8%  on  $15,000. 

Allowing  $4,350  as  the  revenue  from  the  street  lights,  this  leaves 
the  figure  of  $107,860  to  he  provided  by  the  sales  of  43,740  M. 
cubic  feet  of  gas.  This  indicates  a  rate  of  $2.47  per  thousand  cubic 
feet  (without  any  service  charge).  This  may  be  taken  at  the  round 
figure  of  $2.50  per  thousand  cubic  feet  without  the  service  charge. 

The  company  claims  that  it  will  face  increased  expenses  in  the 
operation  and  maintenance  of  street  lights  but  that  the  .street  lighting 
schedule  cannot  be  adjusted  until  the  end  of  the  year  as  there  is  an 
outstanding  contract  with  the  municipality  which  will  not  terminate 
until  the  end  of  the  year.     This  report  will  assume,  therefore,  that 
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to  December  31st,  1921,  the  company  will  collect  for  each  street  light 
at  the  rate  of  $30  per  annum.  No  adjustment  of,  rates  for  street 
lights  will  be  calculated  herein  but  prior  to  the  expiration  of  the 
year  the  company  may,  if  facts  warrant,  submit  proofs  as  to  what 
will  be  the  cost  of  service  of  street  lamp®  for  the  year  beginning 
January  1,  1922.  The  rates  herein  derived  are  conditional  upon  the 
company  promptly  increasing  its  facilities  to  such  an  extent  as  to 
be  able  to  furnish  safe,  proper  and  adequate  service.  The  representa- 
tives of  the  company  claim  that  this  can  be  done  by  July  Ist  if 
they  be  assured  a  rate  of  $2.50  for  domestic  consumption  with  reason- 
able promptness.  The  company  is  not  to  put  into  effect  the  schedule 
of  rates  herein  derived  until  after  it  shall  have  notified  the  Board 
that  the  improvements  and  reinforcements  hereinabove  alluded  to 
have  actually  been  made  and  the  Board's  inspector  shall  have  certified 
to  the  Board  that  the  contemplated  extensions  and  improvements 
have  actually  been  made  by  the  company. 


IV.    CONCLUSIONS. 

The' Board  therefore  finds  and  determines: 

(1)  That  the  plant  capacity  of  the  applicant  should  be  increased 
by  the  addition  of  boiler  capacity  and  connections  enabling  it  to 
generate  sufficient  gas  to  supply  its  customers  for  the  ensuing  year. 

(2)  That  it  should  reinforce  the  mains  now  known  to  be  defective, 
especially  on  Roberts  Avenue  where  a  two-inch  main  is  now^  installed. 
This  should  be  replaced  by  a  four-inch  main,  and  it  should  promptly 
meter  all  applicants  for  service  along  its  existing  mains. 

(3)  The  improvements  set  forth  in  (1)  and  (2)  should  be  made 
on  or  before  July  Ist. 

(4)  That  in  order  to  meet  its  necessary  operating  expenses  and 
return  on  capital  installed  or  to  be  installed  under  provisions  of 
paragraphs  (1)  and  (2)  hereinabove,  the  company  will  need  an 
increase  in  rates  and  may  file  a  new  schedule  of  rates  effective  upon 
the  completion  and  certification  of  the  work  set  forth  above,  as  fol- 
lows: 

(a)  For  domestic  customers  gas  used  sliall  be  charged  at  the  rate 
of  $2.50  net  per  thousand  cubic  feet  (without  the  addition  of  a 
service  charge). 
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(b)  Street  lamp  service  shall  be  continued  under  present  rates  to 
December  31st,  .1921.  Prior  to  the  expiration  of  the  existing  con- 
tract the  compan}^  may,  if  facts  warrant,  ask  for  a  revision  of  the 
street  lighting  schedule  now  in  force. 

Dated  May  14th,  1921. 


No.  883. 

In  the  Matter  of  the  Application  of  the  Ocean  County  Gas 
Company  for  Further  Incrf>ase  in  Rates. 

1.  Of  the  total  of  $182,150  fixed  as  the  value  of  the  property  of  a  gas  com- 
pany for  a  rate  base  it  i«  held  that  $13,315  should  be  assigned  to  street  lighting 
service,  $135,437  to  the  service  of  domestic  consumers  and  $33,398  to  the 
service  of  another  gas  company,  which  sells  gas  bought  in  bulk  from  the  com- 
pany under  onsid'cration. 

2.  To  obtain  a  return  of  seven  per  cent,  on  the  rate  base  and  meet  operating 
expenses  and  taxes  a  total  revenue  for  the  year  of  $63,461  will  be  required.  Of 
this  $4,367  it  is  estimated  should  come  from  a  service  charge  to  metered  cus- 
tomers. $46,308  from  sales  of  gas  to  such  customers,  $4,874  from  street  lights 
and  $0,802  from  sales  of  gas  to  the  other  comi)any. 

3.  A  schedule  of  rates  estimated  to  provide  the  above  mentioned  amounts  is 
fixed. 

W.  IL  Jayne,  for  the  Petitioner. 

IF.  //.  Jeffrey,  for  the  Township  of  Dover  and  tlie  Borough?  of 
Island  Heights,  Beachwood  and  Ocean  Gate. 

WUHam  E.  Blaclcman^  for  Tuckerton. 

The  petition  in  this  case  was  filed  T^oveniber  10th.  1920,  and  alleges, 
among  other  things,  that  the  present  schedule  of  rates  is  as  follows : 

Rate  $1.70  per  1,000  cu.  ft. 

Tjess  discount  of  .05c.  per  1,000  cu.  ft.  for  prompt  payment  10  days 
from  first  of  each  month. 

Municipal  street  lights  $30.00  and  $35.00  each  per  lamp  per  annum 
according  to  time  schedule. 

Monthly  service  charge  as  approved  by  the  report  of  the  Commis- 
sion dated  May  23d,  1018. 
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That  it  doe-^  not  enjoy  the  advantages  held  by  many  similar  com- 
panies under  the  BoardV  jurisdiction  by  reai^on  of  its  widely  dis- 
tributed territory,  it  beinor  required  to  maintain  approximately  ()?V1» 
miles  of  mains,  mostly  high  pressure,  and  has  approximately  but  '^3 
meters  per  mile.  By  reason  of  this  large  main  mileage,  the  cost  of 
distribution  and  loss  by  condensation^  and  leakage  exceeds  that  of 
the  ordinary  company  which  serves  a  congested  district  and  es- 
pecially low  pressure  systems. 

That  the  principal  part  of  the  company's  business  is  obtained  from 
r^ummer  residents  in  the  territory  ser\'ed  by  it. 

That  the  consumption  of  gai*  in  August  is  more  than  twice  the 
consumption  in  the  winter  and  spring  months. 

That  the  company's  ratio  of  operating  expenses  to  revenue  for  the 
year  ending  September  30th,  1918,  was  91  per  cent.,  September  30th, 
1919,  88  per  cent.,  September  30th,  1920,  98  per  cent.,  and  for  the 
nine  months  ending  Septeml)er  30th,  1920,  101  per  c»ent.  These 
figures  do  not  include  a  charge  for  return  on  capital. 

That  from  November  1st,  1919,  to  October  1st,  1920,  the  petitioner 
lost  $11,949.63  as  compared  with  the  loss  for  the  same  eleven  months 
of  the  preceding  year  of  $6,228.96. 

That  the  petitioner  has  never  paid  any  dividends  on  its  $200,000 
par  value  of  stock. 

That  the  petitioner  asks  that  the  Board  grant  it  immediate  relief 
and  permit  it  to  make  a  new  charge  for  gas  consumed  to  supersede 
the  charges  hereinbefore  set  forth  on  the  following  basis: 

For  aU  gas  consumers  (domestic  purposa*) — 

$2.75  per  1,000  cu.  ft.  less  .05c.  per  1,000  discount  and  a  charge  of 
$2.20  per  1,000  cu.  ft.  for  all  gas  sold  to  Tuckerton  Gas  Company. 
For  gas  consumed  by  municipal  street  lights — 

$45.00  per  lamp  per  year — sunset  to  midnight. 

$50.00  per  lamp  per  year — 8un»et  to  sunrifie. 

Plus  the  service  charge  as  approved  May  23d,  1918. 

After  notice  in  newspapers  the  case  was  heard  on  November  30th 
and  December  7th,  1920,  and  on  the  Jatter  date  taken  into  conference, 
counsel  having  stipulated  in  the  meantime  that  no  increase  of  rates 
should  become  effective  until  authorized  by  the  Board. 

No  decision  having  lx»en  handed  dowTi  by  the  former  members  of 
this  Board,  the  matter  was  set  down  after  notice  for  further  hearing 
2 
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on  April  18th,  19^1,  at  which  time  it  was  stipulated  that  the  record 
theretofore  taken  should  be  considered  by  the  present  members  of  the 
Board. 

The  rates  of  this  company  have  been  under  review  several  times 
within  the  last  tlirce  years  as  may  be  seen  by  reference  to  the  Board's 
reports  dated  May  23d,  1918  (Vol.  VI,  p.  139),  and  December  3d, 
1918  (Vol.  VI,  p.  597). 

The  allocation  of  return  on  capital  and  of  operating  expenses  will 
be  made  substantially  in  the  same  manner  as  set  forth  in  the  reports 
just  cited. 

I.    ESTIMATED   SALES  OF  G.\S. 

In  the  company's  petition  the  estimate  of  sales  of  gas  was  based 
u{>on  the  results  of  the  year  ending  September  30th,  1920.  The 
annual  report  having  in  the  meantime  l)een  filed  and  covering  a  period 
three  months  later,  will  be  used  in  the  following  estimate.  It  is 
assumed  that  the  company  will  sell  in  the  ensuing  year  the  same 
amount  of  gas  to  its  consumers  as  for  the  year  1920.  This  indicates 
the  following  consumption : 

Street  lights    2,095  M.  cubic  feet 

Domestic  conmimers  (or  commercial)....       21,200  M.  cubic  f?et 
Gas  sold  to  Tuckerton  Gas  Company*....         5,149  M.  cubic  feet 

Total  sales  for  1921 28,444  M.  cubic  feet 

Add  for  company's  use 320  M.  cubic  feet 

Total  gas  acctmnted  for 28,770  M.  cubic  feet 

These  amounts  are  based  on  readings  of  meters  and  an  estimate 
for  street  lights.  The  company's  annual  report  for  1920  (p.  34, 
line  11)  indicates  a  use  by  the  company  of  805,700  cubic  feet  of  gas. 
For  several  years  prior  to  the  last  two  years  the  company's  use  of 
gas  never  equalled  350,000  cubic  feet.  It  would  appear  wasteful 
on  the  part  of  the  company  to  so  largely  increase  its  own  use  of  gas 
when  that  product  is  now  so  costly.  The  Board  will  assume  that  the 
company  will  not  use  805,700  cubic  feet,  but  not  exceeding  326,000 
culiic  feet  of  gas  in  the  ensuing  year. 
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IT.   CAPITAL   USED   AND   USEFUL. 

The  capital  used  and  useful  was  ascertained  by  adding  to  the 
total  set  forth  in  the  Board's  re}K)rt  of  May  23d,  1918,  the  net 
additions  from  that  time  to  Dec*ember  31at,  1920,  as  revealed  by  the 
annual  reports  of  the  company  and  by  the  petitioner's  Exhibit  1 
attached  to  the  petition.  Table  I  will  show  the  value  of  the  prop- 
erty as  of  December  3l8t,  1920,  duly  classified  according  to  character 
of  service.  The  allocation  to  classes  of  service  is  made  on  the  basis  of 
use. 

TABLE  I. 

VALUE  OF  PROPERTY  AS  OF  DECEMBER  3l8T,  1920,  ALLOCATED  TO  CLASSES  OF 
SERVICE  OX  BASIS  OF  USE. 

Allocated  to 

Total  , '' ^ 

Rate  Street        Metered    Tuckerton 

Base  Lights         Service       Gas  Co. 

Plant   $39,657  $2,923         $29,556           $7,178 

Transmission  and  distribution...         85.009  6,500           54,509           24,000 

Meters  and  services 41.776  41,776  

Street    lighting    fixtures 2,912  2,912  

General   6.613  480            4,913            1,220 

Fixed  capital   $175,967         $12,815      $130,754        $32,398 

Working  capital 6.183  500  4,683  1,000 

Total  value $182,150        $13,315       $135,437        $33,398 

7%  return  on  value  above  shown.       $12,750  $1,275  $9,137  $2,338 

Table  I  indicates  that,  of  the  total  value  of  $182,150,  $13,315 
should  be  assigned  to  the  senice  of  street  lights,  $135,437  to  the 
senice  of  domestic  consumers  and  $33,398  to  the  service  of  the 
Tuckerton  Gas  Company.  Allowing  7  per  cent,  return  on  these 
amounts  of  capital,  would  indicate  a  total  annual  return  of  $12,750 
for  the  company,  apportioned  $1,275  to  street  lights,  $9,137  to  meters 
and  $2,338  to  the  Tuckerton  Gas  Company. 
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III.    OPEIUTING    EXPENSES   AND   TAXES. 

(A)  Use  of  Fuel  and  Oil,  In  the  inteiTal  l)etween  the  first  hear- 
ings and  the  hearing  of  April  19th,  tlie  costs  of  fuel  and  oil  receded 
considerably.  Exhibit  P-1.  of  April  19th,  1920,  indicates  the  cost  of 
bituminous  coal  delivered  at  the  comj^any's  plant  to  be  $8.8539  per 
gross  ton,  the  cost  of  egg  coal  delivered  to  the  plant,  $12,799  per 
gross  ton,  the  cost  of  gas  oil  7.317  cents  per  gallon  delivered.  The 
quantity  per  thousand  cubic  feet  required  to  deliver  one  thousand 
cubic  feet  of  gas  as  indicated  by  the  company's  annual  report  for  the 
year  1920  is  74.3  pounds  of  bituminous  coal,  54.8  pounds  of  egg 
coal  and  3.79  gallons  of  gas  oil  per  thousand  cubic  feet.  The  uses 
of  the  quantities  of  egg  coal  and  water  gas  oil  appear  to  be  proper, 
but  the  use  of  bituminous  coal  appears  to  ]ye  excessive.  Prior  to  1918 
the  company's  use  of  bituminous  coal  was  less  than  50  pounds  per 
thousand  cubic  feet  accounted  for.  The  increase  of  50  per  cent. 
alx)ve  that  amount  doc^s  not  appear  to  be  warranted,  even  though 
somewhat  greater  pressures  were  carried  in  the  transmission  line.  The 
Board  will  therefore  assume  a  use  of  63.5  pounds  per  thousand  cubic 
feet  of  gas  accounted  for  in  the  following  computation.  The  cost  of 
fuel  and  oil  for  the  ensuing  year  is  computed  to  be  as  follows: 

Bituminous  Coal-- 

28J70   M.   cubic   feet   at  («.5-|-    equals   l,82fi,S95   lbs. 

■  1.826,8»5+  is  815.(i  G.  T.  at  .$8.8539 $7,221 

Anthracite  Coal — 

28,770    M.    cubic    feet    at    54>i+    equals    1,576,596   lbs. 

1,576.596-}-  is  704  G.  T.  at  $12.80 8.941 

Gas  Oil— 

28,770  M.  cubic  feet  at  3.3  gals,  is  as  IKl.OOO. 

1)5,000  gals,  at  7.317c 6.951 

$23,113 

(B)  Other  Expenses  for  Ixibor  and  Materials.  These  will  be  taken 
as  sulistantially  equalling  the  siime  items  for  the  year  1920,  as  shown 
in  the  comj)any's  annual  rej>ort  for  that  year.  "Real  estate  taxes  are 
taken  to  equal  tho^se  for  the  year  1920  and  do  not  constitute  a  large 
percentage  of  the  total  t^ixes  to  be  paid.     The  franchise  taxes  on  the 
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groes  revenues  are  taken  at  5  \>er  cent,  and  the  gross  receipts  tax 
taken  at  3.44  per  cent.  In  order  to  provide  this  amount  it  is  neces- 
sary to  add  to  all  other  costs  approximately  9.22  per  cent,  to  provide 
for  the  collection  of  8.44  per  cent,  on  the  gross  receipts  of  the  com- 
pany. The  total  operating  ex{)enses  and  land  taxes  are  shown  in 
Table  II,  together  with  the  allocation  of  the  same  to  street  lights, 
metered  customers  and  the  Tuckerton  Gas  Company. 

TABLE  II. 

OPERATI>'0    EXPENSES    AND    REAL   ESTATE    TAXES    FOB    ENSUING    YEAR    BASED    ON 

FUEL  AND  OIL  PRICES    NOW   CURRENT   AND  OTHER  EXPENSES  EQUAL 

TO    1020    COSTS.    ALLOCATED    TO    CLASSES   OF    SERVICE. 

Street  Mietered  Tuckerton 

Total  Lights  Customers  Gas  Co. 

I.  Total  Production  Expenses   ....     $34,200  $1.7a3  $27,171         $5,38C 

II.  Transmission   and   Distribution..         1,854  142  1,1H7              525 

IIL  Municipal  Street  Lighting 754  754        

IV.  Commercial    2,174  12  2,1(50                  2 

V.  Business   Promotion    44  2  89                  3 

VI.  General   and   Miscellaneous 5.128  380  4.248              500 

$44,214         $2,m)3       $34,805         $6,41« 
Real  Estate  taxes  only 57  4  42  11 

Total    $44,271         $2,1>97       $34,847         $6,427 

General  Amortization  7c.  per  M.  cu.  ft.         2,000  200  1,540  2(50 

Total    Revenue    Deductions    omittiiv? 

taxes  based  on  gross  receipts $40,271         $3,197       $30  387         $6,087 

Table  II  indicates  that  the  necessary  operating  expenses  included 
in  Table  II  aggregate  $4(),2TK  of  which  $3,197  are  allocated  to  the 
service  of  street  lanii>s,  $36,387  to  domestic  metered  customers  and 
$6,687  to  the  Tuckerton  Gas  Company.  Table  I  and  Table  II  will 
be  brought  together  in  Table  III  to  show  the  combined  totals  and  to 
these  combined  totals  will  be  added  an  amount  sufficient  to  provide 
for  the  franchise  and  gross  receipts  taxes  to  be  levied  in  proportion 
to  the  gross  revenue. 
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TABLE  III. 

REVENUE    BEQUIRED    TO    RETURN    SEVEN    PER    CENT.    ON    PROPERTY    OF    COMPANY. 


Company 
Total 
.  .     $12,750 
46.271 

Allocated 

A 

to 

Return   on   Capital    

Oneratinflr  Exnenses  ^ 

Street 

Lights 

$1,275 

3,197 

Metered 

Customer 

$9,137 

36.387 

Ti] 
B  C 

ickerton 
ras  Co. 
$2338 
6,687 

Subtotal    

Franchise   and   Gross   Receipts 
forparoinflr  amounts  ^    ........ 

. .     $59,021 
on 

5,440 

$4,472 
412 

$45,524 
»  4,196 

$9,025 
832 

Total  Revenue 

. .     $64,401 

$4,884 
10 

$49,720 
955 

$9,857 

Less  Miscellaneous  Revenue  . . . 

1,000 

35 

Less  Revenue  from  Service 
Charges 

$63,461 
4,367 

$4,874 

$50,675 
4,367 

$9,892 

To  be  produced  from  gas  sales. . 

. .     $59,094 

$4,874 

$46,308 

$9,892 

Rate  per  M.  cu.  ft 

$2.18 
2.20 

$1.92 
190 

Taken  as 

li  meters 

M.  cu.  ft.  estimated  sold  throng 

.$21,200 

$5,148 

1  And  Real  Estate  Taxes. 

2  To  produce  5%  for  franqJiJse  and  3.44%  for  gross  receipts  taxes. 

Table  III  indicates  that  the  total  revenue  to  be  derived  from  gas 
sales  is  $63,461,  of  which  $4,367  is  assumed  to  be  collected  from  the 
fixed  service  charge  now  included  in  the  schedule  and  asked  to  be 
continued  in  same.  This  will  leave  a  total  amount  of  $59,094  to  be 
produced  from  gas  sales,  of  which  $4^8 T4  is  to  be  derived  from  street 
lamps,  $46,308  from  metered  customers,  and  $9,892  from  the  Tucker- 
ton  Gas  Company.  Based  on  consumption,  this  indicates  a  rate  of 
$2.18  for  doipestic  consumers  which  will  he  taken  at  $2.20  net,  and 
a  rate  of  $1.92  per  thousand  cubic  feet  for  the  Tuckerton  Gas  Com- 
pany which  will  be  taken  at  $1.90. 

Street  Iximps,  The  company's  petition  indicates  that  it  serves  70 
street  lamps  burning  on  an  all  night  schedule  and  13  street  lamps 
burning  until  midnight.     Assuming  the  company's  estimate  of  8  feet 
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of  gas  per  hour  to  be  burned  for  each  lamp,  the  revenue  of  $4,874 
would  be  approximately  $4,232  to  the  70  street  lamps,  making  an 
average  of  $60.40  per  lamp,  and  $642  to  the  13  half  schedule  lamps, 
making  an  average  of  $49.20  per  lamp.  In  its  estimate  the  company 
assumes  that  these  lamps  burn  8  feet  an  hour  which  is  higher  than  the 
71  Welsbach  burner  is  usually  set  to  burn.  The  Board  is  of  the 
opinion  that  substantially  $10  may  be  deducted  from  the  above  prices 
per  lamp,  leaving  the  schedule  at  $50  for  the  lamps  burning  from 
dusk  to  dawn  and  $40  for  the  lamps  burning  from  dusk  to  midnight. 
Except  for  the  use  of  the  gas.  it  will  cost  the  company  as  much  for 
lamps  burning  from  dusk  to  dawn  as  from  dusk  to  midnight. 


IV.    SERVICE. 

While  no  complaint  was  made  of  the  character  of  the  service  fur- 
nished by  the  company  in  the  proceedings,  it  is  to  be  understood  that 
the  rates  Tierein  permitted  to  be  filed  contemplate  that  the  company 
will  furnish  safe,  proper  and  adequate  service  to  its  customers  paying 
such  rates. 

V.    COXCLUHIOXS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  petition  as  filed  should  be  and  is  hereby  dismissed. 

2.  That  the  Board  is  satisfied  that  the  company  needs  additional 
revenue  for  the  proper  operation  of  its  plant  and  will  permit  it  to 
file  within  ten  days  after  the  publication  of  this  report  the  following 
schedule  of  rates: 

SCHEDULE   FOR   DOMESTIC   CONSUMERS. 

(a)  Affixed  service  charge  to  all  domestic  consumers  of  $3.00 
(which  includes*  no  gas).  Annual  customers  may  pay  this  at  the 
rate  of  25  cents  a  month. 

(b)  The  rate  of  gas  consumed  may  be  $2.25  gross  per  thousand 
cubic  feet  less  5  cents  a  thousand  cubic  feet  for  payment  in  ten  days 
after  rendering  the  bill. 
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SCHEDULE  FOR  STREET   LIGHTS. 

(c)  For  the  TO  street  lamps  now  in  place  or  similar  lamps  burning 
on  a  "dusk  to  dawn"  schedule  the  charge  shall  be  $50  a  year,  each 
payable  in  monthly  installments. 

(d)  For  street  lamps  burning  from  dusk  to  midnight,  similar  to 
those  now  in  use,  the  annual  charge  shall  l>e  at  the  rate  of  $40  i>er 
lamp,  payable  in  equal  monthly  installments. 

The  schedule  of  rates  hereinalK)ve  set  forth  in  (a)  (b)  (c)  and 
(d)  may  be  effective  for  sales  made  on  and  after  June  1st,  1921, 
subject  to  the  following  conditions : 

Acceptance  by  the  company  of  the  increases  herein  allowed  will  be 
taken  as  a  stipulation  that  abrogation  or  modification  of  all  or  part 
of  the  increases  may  Ih»  made  as  and  if  conditionti  as  indicated  by 
operating  results  both  as  to  revenue  and  character  of  service  rendered 
warrant. 

Beginning  at  the  effective  date  of  said  schedule  of  rates  the*  company 
is  to  render  to  the  Board  quarterly  reports  showing  the  operating 
revenues,  o{)e rating  deductions  excluding  amortization,  non-operating 
income,  inc*ome  de^luctions  and  balance  available  for  general  amortiza- 
tion, dividends,  and  surplus,  and  also  the  amount  appropriated  for 
general  amortization,  together  with  a  comparison  with  the  figures 
for  the  corresponding  period  of  the  preceding  year.  This  statement 
may  preferably  follow  the  form  shown  in  the  annual  report  for  gas 
companies  (page  21,  Income  Statement:  22,  lines  1  to  11,  Operating 
Kevenaies;  2G,  lines  27  to  37,  with  amount  appioj)riated  for  x\mortiza- 
tion.  Account  495,  stated  separately  under  YL).  And  the  Board  will 
retain  jurisdiction  of  the  increases  as  herein  approved  for  the  purpose 
of  modifying  same  as  and  if  the  conditicms  change. 

Dated  May  14th,  1921. 
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No.  884. 

Ix  THE  Matter  of  the  Application  of  the  Tickerton  Gas  Com- 
pany FOR  Further  1ncre.ase  in  Rates. 

1.  The  Tuckerton  Gas  Company  buys  its  gas  from  the  Ocean  County  Gas 
Company.  The  Board  has  fixed  a  price  to  be  charged  by  the  Ocean  County  Ga,s 
Company  to  the  Tuckerton  Company  of  $1.90  per  thousand  cubic  feet.  It  is 
assumed  that  the  latter  company  will  pay  this  price  for  gas. 

2.  A  return  of  $1,500  is  allowed  upon  the  company's  property  in  service.  To 
provide  for  this  return,  purchase  of  gas,  other  operating  expens?s  and  taxes,  it 
is  estimated  $14.1(iO  will  be  required.  Of  this,  $3.22t)  is  allocated  to  street 
lights  and  $10,931  to  metered  service. 

3.  A  schedule  of  rates  consistent  with  the  foregoing  is  fixed. 

W.  //.  Jayne,  for  Tuckerton  Gas  Company. 

William  E.  Bhcl'mati,  for  Borough  of  Tuckerton. 

The  applicant  filed  a  petition  Xeveniber  10th,  1J)20,  alleging, 
among  other  things  : 

That  the  price  for  gas  furnished  bv  it  in  the  territory  in 
which  it  is  doing  hutiiness  is  $2  per  thousand  cubic  feet  with 
a  service  charge  of  25  cvuU  a  month  or  $3  a  year  for  three  and 
five-light  meters. 

That  "it  is  now  necessary  to  make  further  increases  in  the 
sale"  (rate?)  "of  gas  to  $2.95  per  thousand  cubic  feet  as  the 
purchase  price  from  the  Ocean  County  Gas  Company  will  be 
increased  75  cents  per  thousand  cubic  feet  for  all  gas  sold  to 
the  Tuckerton  Gas  Company." 

That  the  applicant  asks  to  be  allowed  to  charge  all  consumers 

$2.95  per  thousand  cubic  feet  and  a  service  charge  of  25  cents 

per  month  or  $3  per  year  for  three  and  five-light  meters  in 

order  to  enable  the  company  to  carrv'  its  investment  charges. 

Pursuant  to  notice,  the  matter  was  heard  December  21st,  1920,  at 

which  time  the  company  stipulated  that  the  proposed  rates  should, 

not  go  into  effect  until  the  matter  had  been  finally  adjudicated  by 

the  Board.     The  matter  was  taken  into  conference  at  the  end  of  the 

hearing  but  no  decision  had   lK»en  rendered   in   the  matter  by  the 

predecessors  of  the  members  of  the  Board  as  now  constituted. 
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Pursuant  to  notice,  the  matter  was  reopened  and  heard  by  the 
Board  on  April  19th,  1921,  at  which  time  it  was  stipulated  that  the 
record  theretofore  taken  should  be  considered  by  the  present  members 
of  the  Board. 

The  Tuckerton  Gas  Company  buys  its  gas  from  the  Ocean  County 
Gas  Company,  delivery  being  made  at  the  end  of  the  transmission 
main  of  the  latter  company  in  the  Borough  of  Tuckerton.  The  Board 
in  another  report  of  even  date,  has  fixed  a  price  to  be  charged  by  the 
Ocean  County  Gas  Company  to  the  applicant  at  $1.90  per  M.  cubic 
feet  instead  of  $2.20  assumed  necessary  to  be  paid  by  the  applicant 
as  set  forth  in  its  petition.  It  will  therefore  be  assumed  in  this  re- 
port that  the  applicant  will  pay  for  gas  purchased  at  the  rate  of  $1.90 
per  thousand  cubic  feet. 


I.    ESTIMATED   SALES  OF  GAS  FOR  ENSUING  YEAR. 

The  original  proofs  in  this  matter  were  based  on  the  year  ending 
September  30th,  1920.  The  annual  report  of  the  applicant  has  since 
been  filed  and  the  facts  set  forth  therein  being  later,  will  be  used 
in  this  report.  The  metered  gas  sold  by  the  applicant  in  1920 
amounted  to  4,571  M.  cubic  feet  and  73  street  lamps  in  service  for 
only  a  portion  of  the  year  used  577.6  M.  cubic  feet.  The  applicant 
estimates  that  if  these  lamps  were  used  for  a  full  year  they  would 
burn  6.5  feet  of  gas  an  hour  each  for  the  full  dusk  to  dawn  schedule 
during  the  year,  a  total  of  about  960  M.  cubic  feet.  The  sum  of 
these  two  amounts  for  a  full  year  would  aggregate  5,531  M.  cubic 
feet,  the  metered  gas  constituting  82.65  per  cent,  of  the  total  and  the 
street  lamps,  17.35  per  cent.  This  figure  is  larger  than  that  used 
in  the  report  of  the  Ocean  County  Gas  Company.  The  actual  con- 
sumption was  there  assumed ;  this  made  no  sensible  difference  in  the 
rate. 

II.   ANNUAL  AMOUNT  ALLOWED  FOR  USE  OF  PROPERTY. 

A  considerable  proportion  of  the  property  of  this  company  is  not 
in  service  and  a  valuation  of  the  same  has  not  been  submitted  by 
the  company  nor  prepared  by  the  Board's  staff.    There  i?  outstanding 


Digitized  byCjOOQlC 


Reports  of  Board  of  Public  Utility  Commissioners. 


27 


Tuckerton  Gas  Company — Increase  in  Rates. 


against  this  property  $25,000  of  5  per  cent,  bonds  and  $25,000  in 
stock,  which,  however,  covers  not  only  the  property  now  in  service, 
but  that  wliich  is  not  no\i-  used.  The  Board  will  assume  a  return  of 
$1,500  for  the  use  of  property  in  these  proceedings  and  based  on  use 
will  allocate  to  street  lamps  $296  of  thisi  amount  and  $1,204  to 
metered  customers.  About  45  per  cent,  of  the  $296  assigned  to  the 
use  of  street  lamps  is  for  the  use  of  the  street  lamps  and  heads  alone, 
the  charge  for  mains  and  plant  being  only  $163  a  year. 


III.   OPERATING  EXPENSES   FOR  ENSUING   YEAR. 

In  computing  the  operating  expenses  for  the  ensuing  year  it  will 
be  assumed  that  the  company  will  purchase  5,531  M.  cubic  feet  of 
gas  at  $1.90  and  the  other  expenses  of  labor  and  material  will  be 
the  same  as  those  shown  in  the  1920  annual  report  which  correspond 
very  closely  to  the  figures  submitted  in  evidence.  They  will  be 
shown  in  Table  I. 

TABLE  I. 

OPERATING    EXPENSES    FOR    ENSUING    YEAR    BASED    ON    1020    EXPERIENCE    AND    A 
NEW   RATE   OF  $1.90  PER  M.    CUBIC   FEET  FOR  GAS    PURCHASED. 


5,531  M.  cu.  ft.  RES  purchased  at  $1.00 $10,510 

Other    Plant    expenses 40 

Total  Production   expenses $10,550 

Transmission    and    Distribution 400 

Street  Light  Operation    (Lighter  $600,  Mtce. 

$200)    760 

Commsrcial 240 

General  and  Afiacellaneous  excL  Amortization.  .  380 

Amortization   550 

Operating   Expenses    $12,940 


For  73 

Metered 

Street 

Cus- 

Lights 

tomers 

$1,830 

$8,720 

40 

420 

760 

6 

234 

12 

368 

110 

440 

$2,758      $10,182 


In  Table  I  the  total  operating  expenses  aggregate  $12,941,  of 
which  $2,758  is  allocated  to  the  use  of  73  street  lights  and  $10,182  to 
service  of  metered  customers. 
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IV.  REVENUE  REQUIRED  TO  SUPPORT  A  RETURN  OF  $1,500  FOR  USE  OF 
PROPERTY  IX  THE  ENSUING  YEAR. 

It  will  be  novr  necessary  to  biing  together  in  a  table  the  $1,500 
allowed  for  u<e  of  property  and  the  operating  expenses  shown  in 
Table  I.  To  the  aggregate  amounts  will  be  added  the  amount  re- 
quired to  support  a  franchise  and  gross  receipts  tax  aggregating  5.44 
per  cent,  on  the  gross  revenue  to  be  received  by  the  company.  This 
will  be  done  in  the  following  table. 

TABLE  II. 

SHOWING    REVENUE    REQUIRED    TO    SUPPORT    A    RETURN    OF    ^1,50(»    FOR    USE    OF 
PROPERTY  FOR  THE  ENSUING  YEAR. 

Allocated  to 

Company     f ^ n 

Total         St.  Lights      Meters 

For  use  of  capital  $1,500  |;2im  $1,204 

Operating   Expenses    12,1)40  2,758  10,182 


Subtotal   $14,440  $.3,054         $11,380 

Add   to  cover  5.44%   franchise  and  gross   re- 
ceipts taxes  (5.753% )   830  175  (;55 


Total  revenue   $15,270  $3,220         $12,041 

r^ss  service  charg'?s  on  370  customers 1.110  1,110 


To  be  derived  from  Gas  sales $14.1(K)  $3,221)         $10,031 

Per  M.  cu.  ft.  metered  gas  sold $2.30 

Per  street  light  per  year .^44.20 

Gas  estimated  to  be  sold 4,571  M  cu.  ft. 

In  Table  II  the  total  revenue  to  be  derived  i>  allocated  to  street 
lights  and  meters.  The  total  amount  to  ])e  derived  from  sales  of 
gas  (after  deducting  $1,110  as  the  estimated  amount  to  be  received 
from  the  service  charge)  is  $14,160,  of  which  $3,229  is  allocated 
to  the  service  of  73  dusk  to  midnight  street  lights  and  $10,931  for 
the  service  of  4,571  M.  cubic  feet  of  metered  gas.  This  indicates 
a  cost  of  $2.39  per  M.  cubic  feet  for  metered  gas  which  will  be 
taken  at  $2.40  per  thousand. 

Street  Lamps.  The  amount  of  $3,229  divided  l)y  73  indicates  an 
annual  charge  of  $44.20  for  street  lights.     As  has  been  hereinbefore 
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indicated,  this  is  based  on  a  consumption  of  QJy  cubic  feet  of  ^as 
per  hour  through  a  No.  71  Welsbach  burner.  If  the^e  burners  bo 
set  to  consume  5  cubic  feet  of  gas  ])er  hour  each  they  will  give  through 
proper  mantles  adequate  illumination  and  the  saving  of  1.5  cubic  feet 
per  hour  per  lamp  throughout  the  year,  will  effect  a  saving  including 
franchise  and  gross  receipts  tax  of  $4.46  and  will  reduce  the  annual 
cost  to  $38.09  per  annum. 

V.    CONCLl'SIOXS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  petition  as  filed  should  be  and  is  hereby  dismissed. 

2.  That  the  Board  is  satisfied  that  the  company  needs  more  revenue. 

3.  That  to  secure  such  revenue  the  company  may  file  within  ten 
days  after  the  issuance  of  this  report,  subject  to  the  conditions  here- 
inafter recited,  the  following  schedule  of  rates. 


DOMESTIC    CUSTOMERS   SERVED   TIIROrOTI   METERS. 

(a)  A  fixed  service  charge  of  $3  a  year  for  customers  served  through 
three  and  five-light  meters,  payable  at  the  rate  of  25  cents  a  month 
for  all  year  round  customers.  This  charge  pays  for  no  gas  consumed 
through  meters. 

(b)  For  all  gas  consumed  through  meters  the  charge  shall  be  at 
the  rate  of  $2.40  per  thousand  cubic  feet  consumed. 


STREET   LIGHT   SERVICE. 

(c)  The  charge  for  street  lamps  of  the  type  now  installed  but  set 
to  burn  at  the  rate  of  5  cubic  feet  per  hour  may  be  charged  for  at 
the  rate  of  $38  per  annum  payable  in  equal  monthly  installments. 

The  schedule  of  rates  hereinabove  set  forth  in  (a)  (b)  and  (e) 
may  be  effective  for  sales  made  on  and  after  June  first,  1921,  subject, 
to  the  following  conditions. 

Acceptance  by  the  company  of  the  increases  herein  allowed  will  be 
taken  as  a  stipulation  that  abrogation  or  modification  of  all  or  part 
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of  the  increases  may  be  made  as  and  if  conditions  as  indicated  by 
operating  results  both  as  to  revenue  and  character  of  service  rendered 
warrant. 

Beginning  at  the  effective  date  of  said  schedule  of  rates  the  com- 
pany is  to  render  to  the  Board  quarterly  reports  showing  the  operating 
revenues,  operating  deductions  excluding  amortization,  non-operating 
income,  income  deductions  and  balance  available  for  general  amortiza- 
tion, dividends  and  surplus,  and  also  the  amount  appropriated  for 
general  amortization,  together  with  a  comparison  with  the  figures 
for  the  corresponding  period  of  the  preceding  year.  This  statement 
may  preferably  follow  the  form  shown  in  the  annual  report  for  gas 
companies  (page  21,  Income  Statement;  22,  lines  1  to  21,  Operating 
Hevenues;  26,  lines  27  to  37,  with  amount  appropriated  for  Amortiza- 
tion, Account  495,  stated  separately  under  VI.).  And  the  Board 
will  retain  jurisdiction  of  the  increases  as  herein  approved  for  the 
purpose  of  modifying  same  as  and  if  the  conditions  change. 

Dated  Mav  14th,  li)21. 


No.  885. 

Is  THE  Matter  of  the  Application  of  the  New  Jersey  Gas 
Company  for  Further  Increase  in  Rates. 

1.  In  determining  fclie  rates  to  be  charged  by  a  gas  company  the  value  of  the 
tangible  property  as  a  basis  for  rates  is  taken  as  $1,102,731.  To  this  $115,395 
is  added  for  intangible  fixed  capital  and  $65,400  equal  to  five  per  cent,  of  the 
sum  so  obtained  is  added  for  working  capital.    The  total  amounts  to  $1,373,500. 

2.  The  company's  estimate  of  gas  supplied  for  street  lighting  appears  to 
include  gas  furnished  free  in  accordance  with  franchise  provisions.  The  Board 
must  assume  in  developing  just  andi  reasonable  rates  for  all  classes  of  service 
that  the  company  will  receive  the  schedule  rates  for  such  service,  including  street 
lights.  Metered  service  furnished  free  under  franchise  provisions  should  also 
be  paid  for  at  schedule  rates.  This  is  increasingly  more  important  in  view  of 
the  high  cost  of  furnishing  gas  and  in  view  of  the  fact  that  the  gas  is  fur- 
nished free  in  only  a  few  localities  out  of  the  many  served  by  tlie  applicant. 

3.  The  company  asks  that  tlie  Board  allow  it  an  8  per  cent,  return  on  the 
fair  value  of  its  property  devoted  to  the  public  luse.  In  view  of  the  fact  that 
the  trendi  of  prices  is  distinctly  downwafd  the  Board  allow?  the  amount  of  net 
revenue  derived  in  1016,  viz.,  $90,000. 
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4.  A  study  of  the  property  shows  that  3.53  per  cent,  should  be  assigned  to 
street  lamps  and  the  remainder  9G.47  per  cent,  to  metered  service. 

5.  It  is  estimated  that  to  provide  for  operating  expenses  and  taxes  and  a 
return  of  $90,000  the  sum  of  $437,800  will  be  required.  Of  this  $417,110 
should  come  from  metered  service  and  $20,600  from  street  lighting. 

C.  In  fixing  a  schedule  of  rates  to  be  charged  it  is  required  that  in  a  part  of 
the  territory  s?rved,  where  the  service  is  admittedly  deficient  and  an  order  of 
the  Board  requiring  improvements  ha«  not  been  complied  with,  the  rate  charged 
shall  be  ten  cent**  per  thousand  cubic  feet  less  than  in  other  parts  of  the  ter- 
ritory. 

Hearing  of  Xovember  '23d,  W20: 

Norman  Grey,  for  the  Petitioner. 

S.  Huntley  Becl'eft,  for  Borough  of  Glasshoro. 

Samuel  P.  1  lager  man,  for  Township  of  Gloucester  and  Town- 
ship of  Centre. 

Charles  A,  Long,  Jr,,  for  Laurel  Springs  and  as  Chairman  of 
the  Federation  of  Civic  Associations  of  Camden  County. 

Walter  X,  Keating,  for  Clementon  Township  on  behaJf  of 
Charles  S.  King  and  also  as  a  member  of  the  Public  Utility 
Committee  of  the  Camden  Civic  Federation. 

0.  B,  Redrow,  for  Wenonah,  Mantua  and  Woodbury  Heights. 

George  M.  Clark,  for  Gl en dora- Chews  Improvement  Association. 

J.  T.  Potter,  Mayor  of  Cla>^on. 

Joseph  M.  McCotmn,  !Mayor  of  Pitman. 

Edward  //.  Oiirk,  Councilman  of  Pitman. 

C  //.  Nichols,  Councilman  of  Woodstown. 

Walter  Sylvester,  Borough  Clerk  of  Woodstown. 

Hearing  of  April  hj,  1921 : 

Normwn  Grey,  for  the  Petitioner. 
Frank  B.  Jess,  for  Borough  of  Magnolia. 
George  Marshall,  for  Borough  of  Glassl)oro. 
John  Erdman,  for  Borough  of  Elmer. 

Samuel  P.  Hagerman,  for  Township  of  Gloucester  and  Town- 
ship of  Centre. 
Charles  A.  Long,  Jr.,  for  Civic  Federation  of  Camden  County. 
Charles  S.  King,  for  Clementon  Township. 
Walter  M.  Keating,  for  Stratford  Civic  Federation. 
C.  //.  Driver  and  Frank  Richman,  for  Borough  of  Bridgeport. 
J,  T,  Potter,  ]i[avor,  for  Clayton. 
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The  petition  in  this  matter  was  filed  Xovember  3d,  1920,  and 
alleges,  among  other  things: 

That  the  company  is  authorized  to  charge  the  following  rates  for 
gas  supplied  to  its  consumers: 

1.  Domestic  consumption: 

a.  $1.91125  for  each  1.000  cubic  feet  of  jras. 

b.  A  reaidiness  to  serve  charge  of  25c.  per  month  for  gas  served  through 

3  or  5  light  meters.  For  customers  sensed  through  meters  of  larger 
capacity,  the  monthly  service  charge  is  increased  one  cent  for  each 
one  light  increase  in  capacity  above  a  five  light  ipeter. 

That  the  above  rates  were  fixed  by  the  Board  in  its  order  dated 
September  10th,  1918,  wherein  the  readiness  to  ser\'e  charge  was 
authorized  and  wherein  a  rate  of  $1.65  net  per  1,000  cubic  feet  of 
gas  actually  consumed  by  domestic  consumers  wa:^  fixed.  By  order 
of  the  Board  based  upon  a  report  filed  July  20th,  1920,  the  petitioner 
was  authorized  to  increase  its  rate  for  gas  by  adding  to  its  then 
existing  rate  the  sum  of  26.125  cents  per  1,000  cubic  feet,  making 
the  petitioner's  net  rate  $1.91125,  plus  the  serv^ice  charge  as  herein- 
above set  forth.  The  increase  of  26.125  cents  per  thousand  cubic 
feet  was  allowed  the  company  to  meet  the  exact  increase  in  the  cost 
of  gas  oil. 

That  since  the  fixing  of  rates  before  recited  the  costs  of  materials 
used  in  the  manufacture  of  gas  Imve  greatly  increased  over  the 
prices  prevailing  in  1918. 

That  the  Board,  in  its  report  dated  January  18th,  1916,  valued  the 
petitioner's  property  as  of  July  1st,  1913,  at  $1,141,619. 

That  in  making  said  appraisement  the  Board  disallowed  certain 
items  i^presenting  excess  equipment  in  capacity  not  tlien  necessary 
for  tlie  proper  service  of  the  applicant's  customers.  The  value  of  the 
excess  property  disallowed  was  $88,671'  (Board's  reports,  vol.  IV, 
p.  318). 

That  the  said  property  is  now  used  and  useful  by  reason  of  the 
})etitioner's  greatly  increased  business  and  that  the  value  of  the  said 
property  ($88,671)  should  be  included  in  the  total  appraisement 
value  of  the  petitioner's  property  for  the  purpose  of  making  rates. 

That  the  total  appraised  value  of  the  property  brought  down  to 
September  30th,  1920,  by  the  inclusion  of  the  items  aforesaid,  plus 
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additions  from  the  date  of  the  apprai-sement  to  September  30th, 
1920,  aggregates  $1,368,228. 

That  in  order  to  earn  8  per  cent,  on  the  aforesaid  value  and  to 
provide  an  additional  amount  of  $25,000  for  amortization  of  de- 
preciation the  company  will  require  a  gross  revenue  of  $529,458. 

That  in  order  to  earn  said  gross  revenue  the  company  proposes, 
with  the  permission  of  the  Board,  to  put  into  effect  November  10th, 
1920,  the  following  schedule  of  rates  for  all  gas  consumption: 

1.  The  retail  domestic  consumer  shaU  pay  $2.60  net  per  1,000  cubic 
feet  of  gas  actually  consumed  without  discount  or  readiness  to  serve 
charge. 

2.  The  industrial  consumer  shall  pay  $1.05  per  1,000  cubic  feet  of  gas 
actually  consumed. 

3.  For  each  street  lamp  $42.00  per  year. 

Under  date  of  November  9th,  1920,  the  Board  suspended  the  rates 
proposed  to  become  effective  as  aforesaid  until  February  10th,  1921. 
After  due  notice  the  case  was  heard  November  23d  and  30th,  1920, 
at  which  time  it  was  taken  into  conference. 

No  report  having  been  made  in  the  matter  prior  to  the  taking 
office  of  the  present  members  of  the  Board,  the  matter  was  reopened 
and  heard,  after  due  notice,  on  April  15th,  1921,  at  which  time 
it  was  stipulated  by  both  sides  that  all  the  testimony  and  exhibits 
submitted  previously  should  be  considered  by  the  new  members  of  the 
Board  without  the  necessity  of  a  further  rehearing  of  the  fact? 
theretofore  adduced. 

In  his  opening  remarks  on  April  15th,  1921  (p.  2),  counsel  for 
the  applicant  made  the  following  statement : 

"Our  present  position  before  the  Commission  and  before 
our  consimiers  is  this:  that  we  should  be  allowed  eight  per 
cent,  on  the  invested  capital  and  we  are  asking  now  for  a 
rate  which  will  yield  us)  that  return.  ♦  ♦  ♦  We  rested 
our  proofs  as  to  the  invested  capital  upon  the  findings  of  the 
commission." 
And  again  (p.  16) : 

Mr.  Grey:  "I  very  plainly  said  we  are  not  asking  for  $2.60. 
We  are  asking  such  a  rate  at  the  present  cost  as  will  return 
8  per  cent,  on  $1,460,000.    Just  what  that  would  be  really,  I 
3 
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am  willing  to  leave  to  the  calculation  of  the  scientific  men 

who  are  employed  by  this  Commission.^^ 
In  November,  1920,  and  in  April,  1921,  in  its  affirmative  proofs, 
the  company  submitted  the  following  data  with  respect  to  the  cost 
of  supplies,  labor  and  taxes.  The  cost  of  anthracite  coal  delivered 
at  Glassboro  per  longj  ton  was  $8.50  in  September,  1918;  $10  in 
September,  1919;  $11.50  in  October,  1920;  and  the  cost  as  of  April 
15th,  1921,  was  $12.64.  The  cost  of  coke  per  short  ton  in  September, 
1919,  was  $10.20;  in  September,  1919,  $9.50;  in  October,  1920, 
$13.60;  and  on  April  15th,  1921,  $7.79.  The  cost  of  bituminous  coal 
per  short  ton  was  $6  in  1918;  $8  in  September,  1919;  $13.25  in 
October,  1920;  and  $6.93  on  April  15,  1921.  The  cost  of  gas  oil 
per  gallon  was  10.7  cents  in  September,  1918;  8.8  cents  in  Sep- 
tember, 1919;  14  cents  in  October,  1920;  and  9  cents  on  April  15, 
1921.  The  cost  of  labor  for  the  first  nine  months  of  1918  was 
$51,748;  for  the  first  nine  months  of  1919,  $58,806;  and  for  the 
first  nine  months  of  1920,  $66,411.  The  taxes  for  the  year  1918 
were  $19,856;  for  the  year  1919,  $28,868;  and  for  the  year  1920, 
$38,916. 

The  company's  testimony  in  November,  1920,  indicated  that  the 
gross  revenue  required,  amounting  to  $529,458  for  the  ensuing  year, 
was  made  up  as  follows : 

Estimated   operatinj?  expenses    $395,000 

8  per  cent,  on  property 109,458 

Additional    amount    to    make    adequate    depreciation 

(credit  to  reserve)    25,000 

$529,458 

The  company's  witness  estimated  that  the  rates  originally  petitioned 
for  would  result  in  the  following  revenue: 

Domestic  consumption— 100  Mil.  cu.  ft.  at  $2.60  per  M.  cu.  ft $404,000 

Industrial  consumption — 12  Mil.  cu.  ft.  at  $1.65  per  M.  cu.  ft 10,800 

Street  lamp  consumption — 0  Mil.  cu.  ft. — 373  street  lamps  at  $42.00 
each    15,600 

$520,400 
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In  the  interval  elapsing  between  the  last  hearing  in  November, 
1920,  and  the  hearing  on  April  15th,  1921,  considerable  changes  in 
the  cost  of  materials  occurred  as  has  been  recited  hereinbefore.  The 
applicant  made  no  attempt  to  file  a  new  schedule  of  rates  which 
should  reflect  these  changes  in  costs,  but  relied  on  the  counsel's 
statement  of  the  company^s  position  at  the  opening  of  the  hearing 
on  April  15th,  1921,  hereinbefore  recited.  The  determination  of 
just  and  reasonable  rates  for  all  classes  of  service  will  therefore  now 
be  taken  up. 

I.    VALUE  OF  THE  PEOPERTY  USED  AND  USEFUL. 

Following  the  method  proposed  by  the  applicant,  the  value  of  the 
property,  brought  down  to  December  Slst,  1921,  will  be  shown  in 
Table  I. 

TABLE  I. 

VALUE  OF  PROPERTY  AS  A  BASIS  POB  BATES — DECEMBER  31ST,  1920. 

Value  of  Tangible  BHxed  Capital  as  of  Dec.  31st  as  found  by  Board, 

Vol.  IV,  p.  329  $965,820 

Net  additions  from  1/1/13  to  12/31/20 $218,028 

Less  additions  included  in  Board's  value  above 25,530 

Additions  to  be  added  to  Tangible  Fixed  Capital 192,498 

Subtotal    $1,158,318 

Add  for  excess  capacity  found  in  1913  but  now  used — 

Glassboro  plant  (Vol.  IV,  p.  317)   $12,000 

Ola^sboro  excess  generating  capacity 4,000 

One-half   excess   generating    capacity    of    other    plants 

(^  of  $36,826)    18,413 

Total  excess  capacity  now  absorbed  and  used 34,413 

Tangible  Fixed  Capital  $1,192,731 

Intangible  Fixed  Capital 115,395 

Total  Capital    $1,308,126 

Working  Capital,  5  per  cent.  65,400 

Total  as  a  basb  for  rates  $1,373,526 

Taken  as $1,373,500 
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As  shown  in  the  last  line  of  Table  I,  the  value  of  the  property 
of  the  applicant  may  be  taken  as  $1,373,500  as  of  January  Ist,  1921. 
The  Board  does  not  at  this  time  believe  that  the  entire  amount  of 
$88,671  for  excess  capacity  not  used  in  1914  should  at  this  time  be 
included  in  the  value  of  the  property  used  and  useful  but  allows 
the  addition  of  $34,413  as  shown  in  Table  I  above. 


II.  operating  expenses,  national  and  local  taxes   (omitting 

THAT   PART   OF  THE  FRANCHISE  AND  GROSS  RECEIPTS 

TAXES  TO  BE  LEVIED  UPON  REVENUE  ARISING 

FROM  THE  USE  OF  CAPITAL). 

In  its  original  proofs  asking  for  a  base  rate  of  $2.60,  the  company 
based  its  application  on  the  costs  prevailing  in  the  month  of  October, 
1920.  The  costs  of  fuel  and  oil  have  considerably  changed  since  that 
time.  It  will,  therefore,  be  necessary,  in  order  to  determine  just  and 
reasonable  rates  for  all  classes  of  service,  to  prepare  an  estimate  of 
the  costs  for  the  coining  year  based  on  prices  expected  to  prevail 
during  the  next  twelve  months.  The  testimony  in  the  case  indicated 
that  expenses  for  the  coming  year  (except  with  respect  to  fuel  and 
oil)  will  very  closely  approximate  those  during  the  calendar  year 
1920.  It  will  therefore  be  necessary  to  determine  the  amount  of  gas 
to  be  manufactured  and  sold  and  compute  the  expenses  on  that  ])asi9. 
The  applicant  estimates  that  the  sales  of  gas  will  be  as  follows : 

Domestic  consumption   100  Mil.  cu.  ft. 

Industrial  consumption    12  Mil.  cu.  ft. 

Street  lamp  consumption  9  Mil.  cu.  ft. 

Total    211  Mil.  cu.  ft. 

The  applicant's  estimate  for  street  lights  appears  to  include  the 
gas  furnished  free  to  street  lamps  required  by  franchise  provi>iions. 
This  appears  from  the  fact  that  the  company  has  451  lamps  burning 
(from  dusk  to  dawn)  approximately  4,000  hours  each  and  consuming 
5  cubic  feet  per  hour,  which  will  make  an  aggregate  for  the  year 
of  9,020  M.  cubic  feet,  which  may  be  rounded  off  to  9.000  ^I.  cnhic 
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feet  (see  annual  report,  1920,  p.  37,  lines  22  to  30).  In  subsequent 
calculations  the  Board  must  assume  in  developing  just  and  reason- 
able rates  for  all  classes  of  service  that  the  company  will  receive  the 
schedule  rates  hereinafter  determined  for  such  service  including  street 
lights.  Calculations  will  therefore  assume  that  the  company  is  to  be 
paid  for  the  service  rendered  through  the  451  lamps  now  attached 
to  its  system.  The  total  amount  of  gas  furnished  free  under  the 
provisions  of  the  franchise  is  stated  in  the  report  to  be  1,661  M. 
cubic  feet.  The  applicant's  annual  report  for  1920  indicates  that  it 
received  revenue  for  the  sale  of  gas  furnished  through  378  revenue 
street  lamps  and  furnished  gas  free  to  73  street  lights.  As  the 
company  reports  1,661  M.  cubic  feet  for  franchise  gas,  it  would  appear 
that  it  also  has  metered  consumption  which  is  furnished  free  under 
franchise  provisions  which  should  be  paid  for  at  schedule  rates. 

To  repeat,  in  deriving  just  and  reasonable  rates,  the  Board  must 
assume  that  there  will  be  no  preferences  or  discriminations  in  the 
sale  of  the  gas  and  all  gas  must  be  paid  for  at  the  schedule  rates. 
This  is  increasingly  more  important  in  view  of  the  high  cost  of 
furnishing  gas  and  in  view  of  the  fact  that  the  gas  is  furnished  free 
in  only  a  few  localities  out  of  the  many  served  by  the  applicant. 

The  Board  estimates  the  amount  of  gas  to  be  manufactured  in  the 
ensuing  year  as  follows: 

The  amount  to  be  sold  as  per  company's  petition 211,000  M.  cu.  ft. 

Non-revenue  gas: 

Amount  used  by  the  company 1,876  M.  cu.  ft. 

Gas   unaccounted    for    (Est.) 57.124  M.  cu.  ft. 

59,000  M.  cu.  ft. 


Total  gas  to  be  made 270,000  M.  cu.  ft. 

In  estimating  the  amount  to  be  unaccounted  for  consideration  is 
given  to  the  fact  that  the  line  pressure  for  1920  approximated  50 
pounds  per  square  inch.  The  petitioner's  manager  stated  that  it 
would  be  necessary,  in  order  to  supply  the  Laurel  Springs  district, 
to  increase  this  pressure  from  5  to  10  pounds.  The  amount  of  un- 
accounted for  gas  is  estimated  in  the  light  of  these  facts. 
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COST  OF  FUEL  AND  OIL. 

The  estimated  cost  of  fuel  and  oil  based  on  prices  prevailing  in 
April,  1921,  and  on  quantities  per  thousand  cubic  feet  estimated 
to  be  used,  is  set  forth  in  Table  II. 

TABLE  II. 

USE  OP  SUPPLIES  TO  MAKE  270,000  M.  CUBIC  FEET,  PRICES  OF  APRIL  IST.   1921. 

Boiler  Fuel—     , 

270,000  X  25  lbs.  =  6.750.000  lbs.  =  3,875  S.T.  ^ 

3,875  S.T.  at  $7.00  per  S.T.  is $27,125 

Generator  Fuel — 

270,000  X  42  lbs.  =  11,340,000  lbs.  =  50,625  KT. 

50,625  L.T.  at  $12.00  (price  weighted  for  coal  and  coke) .  60,750 
Gas  Oil— 

270,000  X  3.1  gals.  =  837,000  gaUons. 

837,000  gaUons  at  9  cents 75,330 

Total  Fuel  and  Oil $163,206 

In  Table  III  will  be  shown  the  estimate  of  all  operating  expenses 
including  the  cost  of  fuel  and  oil  as  set  forth  in  Table  II,  together 
with  all  taxes  as  estimated  (except  franchise  and  gross  receipts 
taxes  to  be  levied  upon  the  revenue  allocated  to  return  on  capital). 
In  column  (1)  are  shown  the  expenses  for  the  company  as  a  whole; 
in  columns  (2)  and  (3)  respectively  these  expenses  are  allocated  to 
metered  service  and  to  street  lights. 
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TABLE  III. 

ESTIMATED     OPERATING     EXPENSES     AND    TAXES     FOR     ENSUING     YEAR. 

Production  Expense — 

(1)  (2)  (3) 

Metered  Street  Lights 

, ' V  / ' V 

Per  M.  Per  M. 

cu.  ft.  cu.  ft. 

Amt.         Sold  Amt.        Sold 

Other  than  Fuel  and  Oil $40,470 

Boiler  Fuel    $27,125 

Generator  Fuel 60,750 

Gas  Oil 75,330 

Total  Fuel  and  OH  gross $163,205      * 

Less  Residuals  Produced    2,445 

Net   Cost   Fuel    and   Oil    $160,760 

Total  Production  Expense,  Net  i $201,230  $192,660  $0,966  $8,570  $19.00 

Transmission  and  Distrlbultlon  2    40,140  39,625  0.199  515       1.15 

Municipal  St.  Ltg.  Expense 5,500  5,500     12.19 

Commercial   Expense    18,500  18,230  0.091  270         .60 

New  Business    500  500  0. 002          

General  and  Miscellaneous  (no  Am tzn.)       20,870  20,600  0.103  270         .60 

$286,740     $271,615  $1,362     $15,125  $33.55 
Amortization    10,000  9,600     0 .  048  400  .  88 

Total   Operating  Expenses $296,740     $281,215  $1,410     $15,525  $34.42 

Taxes    (part)     41,660         39,960     0. 200         1,700       3 . 77 

UncollectibUe  Bills 1,100  1,100     0.006       

>  

$339,500     $332,275  $1,616     $17,225  $38.19 

Gas  to  be  made,  M.  cu.  ft 270,000 

Metered  Oas   to  be  9old    (reduced   to 

terms  of  "base   rate"   gas) 199,450 

451   street  Ughts   to  burn 9,000 

1  Apportioned  on  use — 95.745if  metered,  4.26«^  Street  Lights. 

2  4.26j<  of  60j<    X    i    =   1.278  Stre<«:  Ughts. 


III.  FAIR  RETURN  ON  THE  VALUE  OF  THE  PROPERTY  DEVOTED  TO 
THE  PUBLIC  USE. 

The  applicant  asks  that  the  Board  allow  it  an  8  per  cent,  return 
on  the  fair  value  of  its  property  devoted  to  the  public  use.  In  view 
of  the  fact  that  the  prices  as  revealed  by  the  record  in  this  case 
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are  in  a  period  of  transition  and  that  the  trend  is  distinctly  down- 
ward, the  Board  will  allow  as  a  fair  return  on  the  use  of  the  prop- 
erty of  the  company  the  amount  off  net  revenue  derived  by  the 
applicant  from  its  operations  in  the  year  1916.  This  net  revenue 
approximated  $90,000  and  the  Board  determines  that  $90,000  is  the 
fair  net  revenue  ta  be  derived  hy  the  company  for  the  use  of  its 
property  for  the  ensuing  year. 

A  study  of  the  property  devoted  to  the  use  of  street  lamps  indicates 
that  3.53  per  cent,  of  the  value  of  the  company's  property  should  be 
assigned  to  street  lamps  and  the  remainder  96.47  per  cent,  should 
be  assigned  to  metered  service. 

IV.   TOTAL  BEVKNUE  REQUIUED  TO  SUPPORT  A  NET  RETURN  OF  $90,000 
PER  ANNUM   ALLOCATEI)  TO   CLASSES  OF  SERVICE. 

The  total  revenue  to  be  derived  by  the  company  for  the  ensuing 
year  is  indicated  in  Table  IV,  which  follows : 

TABLE  IV. 

SHOWING   THE    ESTIMATED    REVENUE   REQfTIBED   TO    TRODrCE   A    NET    RETrRN    OP    $90,000 

PER  ANNnM    (PREDICATED  ON  CURRENT  PRICES  FOR   MATERIAL  AND  ON   1920  COSTS 

FOR  LABOR)    AND   ALSO   SHOWING   ALLOCATION   TO   CLASSES    OF    SERVICE. 

Allocated  to 


■\ 

Metered 

Service 

Streo»t 

Ughts 

Total 

PerM. 

PerM. 

Revenue 

cu.it. 

cu.  ft. 

Required 

Amt. 

Sold 

Amt. 

Sold 

$339,500 

$332,275 

$1,616 

$17,225 

$38.19 

90.000 

86,825 

0.435 

3,175 

7.04 

8,.300 

8,010 

0.041 

290 

0.64 

Operating  Expenses    (Table   III) 

Fair  Return  Allowed   

Franchise    and    gross    receipts    taxes 
required  for  $90,000  not  revenue.. 

Total    $437,800     $417,110     $2,092     $20,690     $45.87 

Consumption  of  199,450  M.  cu.  ft.  of  "base  rate"  gas  estimated  as  sold. 
451  revenue  street  lights  eertimated  to  be  furnished. 

In  the  first  column  is  shown  the  total  revenue  required  to  produce 
the  net  revenue  indicated  and  in  the  following  columns  will  be 
shown  the  amount  allocated  to  metered  service  together  with  the 
amount  per  thousand  cubic  feet  ^Sv^ighted"  gas  sold  to  metered 
customers  and  for  street  lights.  In  arriving  at  the  unit  cost  for 
metered  gas,  the  12,000  M.  cubic  feet  of  industrial  gas  is  so  weighted 
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as  to  correspond  with  the  schedule  of  block  rates  hereinafter  devel- 
oped and  for  a  consumption  of  1,000  M.  cubic  feet  a  month  this  gives 
a  weight  of  78.7  per  cent  in  terms  of  the  base  rate.  This  will  make 
a  total  weighted  consumption  of  1,994.5  M.  cubic  feet  for  metered 
gas  in  order  to  arrive  at  the  base  rate. 


V.    BLOCK   SCHEDULE  OF  METERED  RATES;     FIXED  SERVICE   CHARGE. 

Table  IV  indicates  that  the  base  rate  for  metered  consumption 
slightly  exceeds  $2.09  per  M.  cubic  feet  base  rate.  This  may  be 
rounded  off  to  $2.10. 

The  schedule  of  rates  now  in  eflfect,  as  hereinabove  recited,  provides 
for  the  collection  of  a  fixed  monthly  service  charge  varying  with  the 
size  of  the  meter,  plus  approximately  $1.91  for  domestic  customers 
and  for  the  gas  actually  used  of  $1.65  per  thousand  for  wholesale 
or  industrial  gas.  Considerable  objection  was  expressed  at  the 
hearing  before  the  Board  against  including  a  fixed  service  charge 
owing  to  the  fact  that  many  consumers  claim  that  service  was  not 
rendered  by  the  company  on  many  occasions.  While  the  theor}'  of 
the  derivation  of  the  service  charge  does  not  relate  to  the  service  of 
gas  actually  rendered  by  the  company,  but  is  related  entirely  to  the 
interest,  taxes,  maintenance  and  depreciation  on  the  service  pipe  and 
meter  devoted  to  the  individual  customer  (and  which  does  not  benefit 
any  other  customer)  nevertheless,  owing  to  the  popular  objection 
to  this  form  of  charge,  the  Board  will  calculate  a  schedule  of  block 
rates  omitting  therefrom  a  fixed  service  charge. 

After  due  consideration  of  the  factors  entering  into  the  matter,  the 
Board  is  of  the  opinion  that  the  following  schedule  of  rates  for  metered 
customers  will  do  substantial  justice  to  customers  using  any  amount 
of  gas  whatsoever.  The  wholesale  features  will  be  secured  by  charging 
for  gas  consumed  in  larger  quantities  according  to  block  method  of 
charging  and  the  rate  will  progressively  decrease  from  $2.10  per 
thousand  cubic  feet  for  gas  consumed  in  the  first  block  of  25,000 
cubic  feet  to  an  average  of  approximately  $1.65  for  a  customer  using 
1,000  M.  cubic  feet  a  month.  By  this  system  of  charging  each  and 
every  customer  will  be  treated  alike.    The  gas  consumed  in  each  block 
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will  be  billed  at  the  rate  for  that  block  and  this  rate  will  depend  on 
the  quantity  used  without  any  arbitrary  distinction  between  domestic 
customers  and  industrial  customers. 

The  last  three  columns  show  the  bills  for  each  block,  the  cumulative 
bill  for  the  various  blocks  and  the  last  column  shows  the  average  rate 
for  complete  blocks.  The  right-hand  column,  last  line,  indicates  that 
the  customer  using  1,000  M.  cubic  feet  of  gas  per  month  will  be 
entitled  to  a  rate  approximating  $1.65. 

AVERAGE   RATE   TO   A    CUSTOMER  USING   1,000,000   CU.    FT.    PER   MONTH. 

Block  Bill  for   Cumulative  Average 

Consumption  by  blocks  Rate  each  Block        Bill  Rate 

First       25,000  M.  cu.  ft.  at $2.10  $52.50          $52.50  $2.10 

Next       25,000  M.  cu.  ft  at 2.05  51.25          103.75  2.075 

Next       25,000  M.  cui.  ft.  at 2.00  50.00          153.75  2.05 

Next       25,000  M.  cu.  ft  at 1.95  48.75          202.50  2.025 

Next       50,000  M.  cu.  ft  at 1.85  92.50          295.00  1.966 

Next       50,000  M.  cu.  ft.  at 1.75  87.50          382.50  1.91 

Next     100,000  M.  cu.  ft  at 1.70  170.00          552.50  1.84 

Next     100,000  M.  cu-  ft.  at 1.65  165.00          717.50  1.79 

Next     100,000  M.  cu.  ft  at 1.60  160.00          877.50  L755 

Excess  500,000  M.  cu.  ft.  at 1.55  775.00  1,652.50  1.653 


VI.   MUNICIPAL  AND  OTHER  STREET  LIGHTS. 

Table  IV  indicates  that  the  cost  of  street  lamp  service  is  approxi- 
mately $45.85  per  annum'  for  each  of  the  451  street  lights.  It  is 
probable  that  the  company,  upon  the  institution  of  higher  prices  for 
street  lights,  will  lose  a  portion  of  this  indicated  revenue.  To  offset 
this  loss  the  miscellaneous  revenue  averaging  from  two  to  three  thou- 
sand dollars  during  the  last  three  years  has  not  been  deducted  from 
the  required  re^tenue  and  the  amount  of  $45.85  has  been  rounded  off 
to  an  even  $45  per  annum,  it  being  assumed  that  if  street  lamps  are 
required  at  all  they  will  be  of  the  type  known  as  the  Welsbach  head 
lamps  more  generally  used  for  revenue  street  lighting  service  in  the 
territory  of  the  applicant. 
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VII.  deficiencies  in  service  of  applicant  in  the  laurel 

SPRINGS  DISTRICT. 

There  have  been  many  strenuous  complaints  against  the  deficiency 
of  service  afforded  to  the  inhabitants  of  the  so-called  Laurel  Springs 
District.  This  district  includes  the  quadrangle  of  mains  running 
easteriy  from  Blackwood  to  Clementon,  northeriy  to  Ashland,  westerly 
through  Magnolia  to  Runnymede  and  southerly  through  Chews  to 
Blackwood.  At  the  time  this  system  of  transmission  mains  was  in- 
stalled the  territory  was  new  and  the  managers  of  the  company  did 
not  provide  for  the  rapid  increase  in  the  number  of  customers  which 
has  actually  taken  place  during  the  past  ten  years.  Part  of  this 
territory,  in  the  vicinity  of  Glendora,  for  instance,  is  served  through 
a  main  approximately  II/2"  ^^  diameter,  which  is  almost  too  small 
even  for  a  short  length  of  main,  to  say  nothing  of  a  transmission 
main  between  towns.  The  deficiency  of  supply  in  this  territory  be- 
came so  acute  that  the  Board  held  a  hearing  and  issued  its  report 
covering  the  subject  dated  November  9  th,  1920,  and  on  the  same  date 
issued  its  order,  the  pertinent  paragraph  of  which  is  as  follows: 

(The  Board)  '^hereby  orders  and  directs  the  New  Jersey 
Qas«  Company  to  install  a  main  not  less  than  six  inches  in 
diameter  from  Glassboro  to  Hurflfville  and  to  replace  its  ex- 
isting three-inch  diameter  main  from  Hurffville  to  Blackwood, 
with  a  main  not  less  than  six  inches  in  diameter  and  to  have 
the  said  mains  installed  and  connected  to  the  distributing 
system  of  the  company  not  later  than  May  Ist,  1921." 
At  the  hearing  of  April  15th,  1921,  counsel  for  the  applicant  ad- 
mitted that  the  physical  work  of  installing  this  main  had  not  yet 
begun,  owing  to  the  inability  of  the  applicant  to  finance  the  con- 
struction under  the  conditions  existing.     By  installing  this  main  it 
is  expected  the  company  will  be  able  to  reduce  pressures  to  those  pre- 
vailing in  1914  or  1915.    At  that  time  the  unaccoimted  for  gas  was 
substantially  five  to  six  per  cent,  less  than  that  estimated  in  the  fore- 
going calculations.    If,  then,  this  main  were  replaced  and  the  com- 
pany saved  six  per  cent,  of  the  270,000  M.  cubic  feet  of  gas  it  would 
avoid  the  necessity  of  having  to  manufacture  16,200  M.  cubic  feet  of 
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gas  now  required  owing  to  losses  due  to  the  heavy  pressure  carried 
or  expected  to  be  carried  during  the  coining  summer.  As  the  fuel 
cost  alone  of  this  16,200  M.  cubic  feet  at  60  cents  per  M.  cubic  feet 
aggregates  very  closely  to  $10,000  a  year,  the  saving  alone,  capitalized 
at  8  per  cent,  would  be  suflBcient  to  pay  8  per  cent,  on  $120,000,  which 
is  more  than  the  estimated  cost  of  the  extension. 

Moreover,  the  amount  credited  to  the  reserve  for  depreciation  (not 
required  to  be  expended  for  current  replacements  of  property)  may 
under  the  statute  be  invested  in  new  extensions  properly  capitalized. 
Furthermore,  the  evidence  in  the  case  clearly  indicates  that  there  is 
a  demand  for  considerably  more  gas  than  the  company  has  been  able 
to  furnish  to  this  district.  If  this  gas  were  furnished  it  again  would 
serve  to  increase  the  revenue  of  the  company  without  increasing  the 
overhead  salaries  and  expenses  of  a  similar  nature.  In  view  of  the 
fact  that  the  applicant  admits  the  deficiencies  in  service  in  this 
territory;  admits  that  the  physical  work  of  installing  the  main  in 
order  to  comply  with  the  Board^s  order  has  not  begun;  and  admits 
the  great  desirability  of  making  this  extension,  the  Board  will  require 
it  to  serve  this  territory  at  a  rate  of  ten  cents  (10c.)  per  M.  cubic 
feet  less  than  the  schedule  hereinbefore  recited  until  such  time  as  it 
shall  comply  with  the  Board's  order  dated  November  9th,  1920,  alx)ve 
recited. 

CONCLUSION. 

The  Board  therefore  finds  and  determines : 

(1)  That  the  rates  filed  should  be  and  are  hereby  denied. 

(2)  That  the  Board  is  satisfied  that  the  applicant  should  have  and 
is  entitled  to  a  reasonable  schedule  of  rates  for  all  classes  of  service. 

(3)  That  the  following  schedule  of  rates  is  just  and  reasonable  as 
between  all  classes  of  service,  and  may  be  filed  by  the  company 
within  ten  days  after  filing  this  report,  eflPective  for  sales  made  on  and 
after  June  1st,  1921,  viz.: 

(a)  Metered  Service, 

For  all  gas  served  through  meters  the  schedule  of  rates  based  on 
the  monthly  consumption  as  indicated  by  the  meters  shall  be  as 
follows : 
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First       26,000  M.  cu-  ft $2.10  net 

Next        25,000  M.  en.  ft 2.05  net 

Next       25,000  M.  cu.  ft   ' 2.00  net 

Next       25,000  M.  cu.  ft 1.05  net 

Next        50,000  M.  cu.  ft 1.85  net 

Next       50,000  M.  cu.  ft.   1.75  net 

Next      100,000  M.  cu.  ft    1.70  net 

Next      100,000  M.  cu.  ft 1.65  net 

Next     100,000  M.  cu.  ft 1.60  net 

Excess 

over  500,000  M.  cu.  ft 1.55  net 

That  the  customers  located  in  the  Laurel  Springs  District  shall  be 
allowed  a  discount  of  ten  cents  (10c.)  per  M.  cubic  feet  from  the 
schedule  of  rates  set  forth  in  paragraph  (a)  foregoing,  until  such 
time  as  the  company  shall  have  completely  complied  with  the  terms 
of  the  Board^s  order  of  November  9th,  1920. 

(b)  Municipal  Street  Lighting  Service  and  Private  Street  LighU. 

The  applicant  should  charge  $42  per  year  payable  in  equal  monthly 
installments  for  all  street  lights  using  approximately  5  cu.  ft.  of  gas 
per  hour  on  a  dusk  to  dawn  schedule  of  burning. 

Dated  May  14th,  1921. 


No.  886. 

In  the  Matter  of  Proposed  Increase  in  Rates  by  the  Ocean 
City  Sewer  Company. 

A  schedule  providing  for  increased  rates  by  a  sewer  company  is  allowed  it 
appearing  thait  the  earnings  of  the  company  are  not  sufficient  to  pay  increased 
operating  expenses  since  the  Board  approved  its  rates  in  1918  and  to  pay 
interest  on  bonds  authorized  by  the  Board. 

J.  Fithian  Tatem,  for  the  Petitioner. 

A,  C.  Boswell,  for  the  City  of  Ocean  City. 

Thomas  R,  Fort  and  R,  C.  Hicks,  for  Ocean  City  Taxpayers  League. 
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An  appraisal  of  this  property  was  made  by  the  Board  in  1918  and 
the  present  charges  of  the  company  were  approved  by  the  Board  in 
1918.  These  charges  are:  for  cottages  and  buildings  used  for  private 
dwelling  purposes,  $1  per  room  for  the  first  ten  rooms  and  75  cents 
per  room  in  excess  of  ten  rooms,  with  a  minimum  charge  of  $5 ;  for 
hotels  and  boarding  houses  of  20  or  more  sleeping  rooms,  $1  each 
for  the  first  30  sleeping  rooms  and  for  sleeping  rooms  in  excess  of 
thirty,  75  cents  each,  and  yielded  the  company  sufficient  to  meet 
operating  expenses  and  interest  on  its  bonds,  but  during  the  last 
year  the  expenses  of  the  company  were  increased  over  $3,100  of 
which  $1,600  is  in  increased  taxes. 

The  company  has  submitted  a  schedule  of  rates  as  follows:  $1  per 
room  in  private  houses  to  the  number  of  ten  rooms  and  in  hotels  to 
the  number  of  thirty,  and  75  cents  per  room  in  excess  of  said  num- 
bers. The  company  desires  to  make  in  addition  to  this  a  fixture 
charge  for  all  fixtures  in  excess  of  what  it  calls  "the  average  installa- 
tion^' which  consists  of  laundry  fixtures,  kitchen  sink,  one  bath  tub, 
one  toilet  and  one  wash  basin,  of  50  cents  per  fixture. 

The  Board  has  heretofore  authorized  the  company  to  issue  $180,000 
of  5  per  cent,  bonds.  The  floating  indebtedness  of  the  company  for 
extensions  properly  chargeable  to  capital  account  according  to  the 
testimony  is  $30,000  upon  which  interest  is  being  paid  at  the  rate  of 
5  per  cent.  The  depreciation  charges  are  $2,000  a  year.  While  the 
company  has  $25,000  in  stock,  dividends  were  paid  thereon  in  only 
one  year  out  of  the  last  twenty.  The  proposed  plan  is  approved  by 
the  Counsel  for  Ocean  City. 

As  the  earnings  of  the  company  are  not  sufiBicient  to  pay  the  in- 
creased operating  expenses  since  the  proceeding  aforesaid  and  the 
interest  on  the  bonds  authorized  by  the  Commission,  the  schedule  of 
rates  submitted  will  be  approved. 

Dated  May  14th,  1921. 
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No.  887. 

In  the  Matteb  of  the  Application  of  the  Hillcrest  Water 
Company  for  Approval  of  the  Issue  of  $33,500  in  Six  Per 
Cent.  Bonds. 

Herbert  J.  Hapgood,  for  the  Petitioner. 

This  application  was  filed  on  April  2d,  1921,  superseding  a  previous 
application  for  $32,500  in  bonds  made  on  September  8th,  1920,  and 
hearing  was  held  on  April  11th,  1921. 

This  application  differs  from  the  preceding  application  in  that  the 
amount  applied  for  is  $1,000  more  than  was  covered  in  the  previous 
petition  and  that  a  statement  of  actual  expenditures  is  submitted  for 
part  of  the  work  which  was  previously  listed  as  a  proposed  expendi- 
ture. The  petition  requests  the  approval  of  the  following:  (1)  That 
permission  be  given  to  the  petitioner  to  apply  the  proceeds  of  $5,500 
par  value  of  bonds,  already  approved  in  1917  for  the  installation  of 
hydrants,  to  reimburse  the  company  for  expenditures  made  for  other 
purposes,  namely,  for  mains,  meters,  etc.,  as  shown  in  a  schedule  sub- 
mitted with  the  petition.  (2)  The  issue  of  $33,500  in  bonds  to  cover 
uncapitalized  expenditures  for  mains,  meters,  services,  etc.,  as  of  De- 
cember Slst,  1920  (after  allowance  for  the  $5,500  mentioned  in  item 
1),  and  also  the  cost  of  well  No.  4  as  shown  in  Schedule  "C"  attached 
to  the  petition  and  to  provide  for  the  cost  of  other  proposed  expendi- 
tures. The  uncapitalized  expenditures  as  of  December  3l8t,  1920, 
for  mains,  meters,  services,  etc.,  amount!  to  $16,916.33.  Deducting 
$5,500  mentioned  in  (1)  leaves  uncapitalized  $11,416.33.  In  arriving 
at  this  total  there  is  included  for  the  year  ending  December  31st, 
1919,  the  cost  of  repiping  three  wells.  In  checking  up  this  work  with 
the  treasurer  of  the  petitioner  in  connection  with  the  application 
which  was  filed  on  September  8th,  1920,  it  was  agreed  there  should 
be  a  further  credit  of  $500  ($100  had  already  been  credited  for  sal- 
vage on  the  company's  books)  to  cover  the  capital  cost  of  old  pipe  re- 
moved which  would  reduce  the  capitalized  balance  indicated  above 
to  $10,916.33.    Adding  to  this  amount  the  cost  of  well  No.  4,  namely. 
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$10,493.82  and  the  cost  of  other  proposed  i^-ork  exclusive  of  hydrants 
estimated  to  cost  $11,589.85,  makes  the  total  $33,000. 

The  company  has  asked  the  approval  of  the  issue  of  these  bonds  at 
par  and  approval  will  therefore  be  given  by  the  Board  to  the  issue 
of  $33,000  in  six  per  cent,  bonds  at  par  for  the  purposes  aa  indicated 
in  this  report  and  in  the  company's  petition.  A  certificate  will  so 
issue* 

Dated  May  14th,  1921. 


No.  888. 

In  the  Matter  of  the  Application  of  the  Hillcrest  Water 
Company  for  Approval  of  the  Issue  of  $15,000  Six  Per 
Cent.  Bonds. 

Herbert  J.  Hapgood,  for  the  Petitioner. 

This  application  was  filed  on  April  2d,  1921,  superseding  a  previous 
application  for  the  same  amount  filed  on  December  18th,  1920,  and 
hearing  was  held  on  April  11th,  1921. 

This  petition  requests  that  approval  be  given  to  the  issue  of  $15,000 
in  bonds  for  the  purpose  of  installing  100  hydrants  in  Mountain 
Lakes  as  directed  by  the  Board  of  Fire  Commissioners  and  in  accord- 
ance with  the  order  of  this  Board  dated  November  23d,  1920.  The 
estimated  cost  of  the  hydrants  installed  is  $125  each,  or  a  total  of 
$12,500.  The  company  asks  the  approval  of  these  bonds  on  the  basis 
of  their  sale  at  the  beet  price  above  80. 

The  Board  is  of  the  opinion  that  the  petitioner  should  receive  for 
its  bonds  which  cover  the  property  of  a  water  utility  and  bear  six  per 
cent,  interest  an  amount  not  less  than  90. 

The  Board  will  therefore  approve,  for  the  purpose  requested  in  the 
petition,  a  par  value  of  $14,000  in  six  per  cent,  bonds  to  be  issued  at 
not  less  than  90.    A  certificate  will  so  issue. 

Dated  May  14th,  1921. 
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No.  889. 

In  the  Matter  of  the  Application  of  the  Cape  May  Light  and 
'Power  Company  for  Approval  of  an  Issue  of  Bonds  at  80 
in  the  Amount  of  Sixty-Five  Thousand  Dollars  ($65,000). 

1.  In  a  prior  proceeding  approval  was  given  to  an  issue  of  bonds  in  the  amount 
of  $45,000  to  be  exchanged  at  par  for  an  equal  amount  of  floating  indebtedmess 
representing  all  uncapitalized  net  construction  expenditures. made  before  June 
1st,  1920. 

2.  A  new  application  is  made  based  upon  an  added  net  value  of  $7,000  to 
property  and  tlie  claim  that  the  holders  of  the  bonds  as  exchanged  must  obtain 
cash  for  tJhem  and  they  cannot  be  issued  above  the  maximum  legal  rate  of  SO 
per  cent  of  par  value. 

3.  The  Board  is  of  the  opinion  that  bonds  bearing  interest  at  six  per  cent, 
should  not  be  issued  at  less  than  85.  Approval  is  given  to  the  issuance  of 
bonds  in  the  par  value  of  $61,000  to  be  sold  at  85. 

C.  L.  8.  Tingley,  for  the  Company. 

Application  in  this  matter  was  filed  December  4th,  1920,  and  is  in 
effect  an  appeal  from  the  decision  of  the  Board  in  the  former  appli- 
cation made  by  the  company  on  Jnne  30th,  1920.  In  the  former 
application  the  company  applied  for  the  approval  of  a  new  mortgage 
in  the  amount  of  $500,000  of  6  per  cent,  bonds  and  the  issue  there- 
under of  bonds  in  the  amount  of  $75,000.  The  original  application, 
made  in  June,  1920,  stated  that  the  bonds  would  be  sold  for  cash  at 
not  less  than  75  or  would  be  exchanged  at  par  for  all  or  part  of  the 
company's  floating  indebtednes^s. 

The  application  made  in  June,  1920,  was  based  upon  the  fact  that 
the  company  had  expended  considerable  sums  of  money  on  the  re- 
habilitation and  additions  to  the  plant  and  system  operated  in  Cape 
May  and  vicinity  and  that  these  additions  were  properly  chargeable 
to  capital  account  to  the  extent  of  $78,723.38.  The  expenditure  of 
moneys  as  stated  created  a  floating  indebtedness  carried  as  "advances 
from  affiliated  companies."  In  view  of  the  fact  that  a  new  mortgage 
was  being  created  and  that  the  purpose  for  which  bonds  were  to  be 
issued  was  the  capitalization  of  actual  additions  to  the  value  of  the 
plant,  a  complete  appraisal  of  the  property  was  made  which  developed 
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the  fact  that  the  actual  net  additions  to  the  company's  property 
amounted  to  about  $45^00.  In  arriving  at  this  conchision  certain 
unused  generating  units  were  valued  as  junk  only. 

Ba^ed  on  these  conclusions  the  Board,  on  November  9th,  1920, 
issued  its  certificate  approving  an  issue  by  the  company  of  bonds  in 
the  amount  of  $45,000  to  be  exchanged  at  par  for  an  equal  amount 
'of  floating  indebtedness,  as  representing  all  uncapitalized  net  con- 
struction expenditures  made  prior  to  June  1st,  1920. 

December  4th,  1920,  the  company  submitted  a  new  application 
based  upon  two  matters.  First,  a  study  by  the  engineers  of  the  com- 
pany had  resulted  in  the  decision  to  rehabilitate  one  of  the  three 
generating  units  referred  to  above  and  the  company  desired  to  have 
it  included  in  the  valuation  of  the  property  at  its  proper  value  as  a 
working  unit.  This,  with  a  slight  adjustment  in  working  capital, 
results  in  an  added  net  value  of  the  company's  property  of  $7,000. 
The  second  reason  for  the  application  of  December  4th,  1920,  is  based 
upon  the  fact  that  the  company  now,  instead  of  exchanging  the  bonds 
at  par,  finds  that  the  holders  of  the  company's  debts  are  unable  to 
indefinitely  hold  these  bonds  but  must  obtain  cash  for  them  at  the 
best  market  price  available  and  the  company  contends,  therefore,  that 
they  cannot  be  issued  above  the  minimum  legal  rate  which  is  at  80 
per  cent,  of  par  value. 

As  a  result  of  the  hearing  of  this  matter  by  the  Board  on  April 
4th,  1921,  the  Board  finds  and  determines  that  the  inclusion  at  the 
present  time  of  the  plant  equipment  heretofore  omitted  will  result 
in  an  additional  value  of  $7,000  and  bonds  representing  this  value 
may  be  issued.  The  Board  is  not  of  opinion,  however,  that  these 
bonds,  bearing  interest  as  they  do  at  6  per  cent.,  should  be  issued  at 
less  than  85.  The  Board  will  therefore  give  its  approval  to  the 
issuance  of  bonds  in  the  par  value  of  $61,000,  which,  sold  at  85,  will 
net  the  company  approximately  $52,000. 

Dated  May  14th,  1921. 
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No.  890. 

In  the  Matter  of  the  Application  of  the  Glen  Gabdnek  Water 
Company  for  Increased  Rates. 

ORDER. 

It  appearing  from  the  proofs  offered  in  behalf  of  the  applicant,  that 
the  purpose  for  which  increased  rates  over  existing  rates  are  proposed 
to  be  made  is  to  raise  revenue  with  which  to  defray  the  cost  entailed 
in  making  capital  expenditures,  in  improvements  to  plant. 

It  is  ORDERED  that  the  rates  filed  be  disapproved  and  the  petition 
be  denied. 

Dated  May  19th,  1921. 


No.  891. 

In  the  Matter  of  the  Application  of  the  Burlington  County 
Transit  Company  for  Increased  Bates. 

1.  The  petitioner's  property  was  sold  in  1910  at  receiver's  sale,  the  bond- 
holders purchasing  it  for  $120,000.  It  was  testified  at  the  time  that  the  prop- 
erty was  probably  worth  the  bonds  paid  for  it  which  then  had  a  face  value  of 
,$400,000.  The  company  also  submitted  an  appraisal  of  its  property  showing 
original  cost  of  $343,004  and  reproduction  cost  of  $530,917. 

2.  For  the  year  1919  gross  operating  revenues  w^re  $78,500,  including  $1,025 
miscellaneous  revenues.  Deducting  the  latter  leaves  $76,575  as  the  amount  of 
passenger  revenue. 

3.  It  .i«  estimated!  the  operating  expenses  and  taxes  for  the  coming  year  will 
be  $79,100.  Adding  to  this  $9,625  depreciation  allowance  previously  fixed  by 
the  Board  makes  $88,815  total  of  revenue  deductions. 

4.  The  Board  determines  an  increase  from  five  cents  to  seven  cents  in  each 
of  the  company's  fare  zones  should  be  approved,  subject  to  the  condition  that 
the  company  arranges  to  transport  passengers  throughout  the  zone  extending 
from  Chester  Avenue  in  Moorestown  to  Hartford  instead  of  from  Hartford  to 
Borton's  Landing  Road. 


Digitized  byCjOOQlC 


52       Beports  of  Board  of  Public  Utility  Commissioners. 

Burlington  County  Transit  Company — Increased  Rates. 

Oeorge  B,  Evatis,  for  the  Petitioner. 

Herbert  S,  KUlie,  for  Borough  of  Northampton,  County  of  Bur- 
lington, and  Mount  Holly  Business  Men's  Association. 

On  August  16th,  1920,  the  Burlington  County  Transit  Compan}l 
filed  with  the  Board  a  proposed  increase  in  fares  to  take  effect  October 
1st,  1920.  At  the  hearing  the  company  stipulated  that  it  would  not 
put  the  rates  into  effect,  however,  until  the  Board  had  an  opportunity 
to  investigate  the  matter. 

Due  notice  was  given  and  proper  proof  produced  at  the  hearing  to 
that  effect.  Notice  was  given  by  publication  in  all  of  the  street  cars 
operated  by  the  company  and,  in  prominent  places  in  !Mount  Holly 
and  Morristown,  notices  were  posted. 

The  proposed  change  in  rates  involves  an  increase  from  five  cents, 
as  now  charged,  to  a  fare  of  seven  cents.  No  changes  are  proposeil 
in  connection  with  the  lengths  or  limits  of  the  ride,  the  fare  zones 
remaining  as  they  have  been  for  several  years  in  the  past.  School 
children  are  to  be  carried  as  heretofore.  Children  under  the  age  of 
five  years,  when,  accompanied  by  an  adult  paying  fare,  also  to  be 
carried  free.    Children  over  five  years  of  age  to  be  charged  full  fare. 

At  the  hearing  it  was  testified  that  the  operating  revenues  and 
operating  expenses  had  both  increased  but  that  the  increased  cost.<  of 
labor  and  power  during  the  past  year  made  it  necessar}^  to  seek  in- 
creased revenues.  Small  dividends  have  been  paid  during  the  past 
three  years,  but  these  were  paid  from  earnings  accumulated  during 
previous  years. 

This  company  has  never  been  able  to  properly  maintain  its  property 
and  in  1910,  owing  to  inability  to  pay  interest,  it  was  sold  at  a  receiver's 
sale,  the  bondholders  purchasing  the  property  for  the  amount  of 
$120,000,  although  it  was  testified  for  the  Board  at  the  time  that  the 
property  was  worth,  in  all  probability,  the  amount  of  bonds  paid  for 
it,  which  at  that  time  had  a  face  value  of  $400,000.  The  company 
also  submitted  an  appraisal  of  its  property  showing  original  eojjf  of 
$343,004  and  reproduction  cost  of  $530,917. 

In  March,  1917,  the  Board  issued  an  order  requiring  this  company 
to  set  aside  annually  out  of  its  earnings  the  sum  of  $9,625  to  provide 
for  accruing  depreciation  of  its  property  over  and  above  ordinary 
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maintenance  expenses.  The  Board  at  that  time  expressed  its  opinion 
that  the  total  charges  for  both  maintenance  and  depreciation  ought 
to  approximate  $12,000  per  annum.  The  actual  expenditures  for 
maintenance  alone  during  the  past  two  years  have  averaged  more 
than  twice  this  amount,  but  nevertheless  the  company  was  carrying 
on  its  books  at  the  close  of  1919  a  depreciation  reserve  of  $21,146.59, 
including  an  increase  for  the  year  of  $5,625,  which  was  the  excess  of 
the  annual  appropriation  of  $9,625  over  the  cost  of  a  new  car  pur- 
chased, viz.,  $4,000.  The  total  balance  in  the  reserve  has  been  allowed 
to  accumulate  in  a  fund,  the  greater  part  of  which  at  the  present  time 
comprises  investments  in  liberty  Bonds  aggregating  $17,669. 

At  the  hearing  in  this  matter  the  company's  officials  testified  that 
they  had  construed  the  Board's  order  to  require  a  segregation  of  this 
depreciation  appropriation  and  had  allowed  it  to  accumulate  in  a 
fund  instead  of  expending  it  on  the  property.  That  this  practice 
was  entirely  wrong  and  the  Board^s  order  misunderstood  are  shown 
in  the  Board's  memorandum  of  March  13th,  1917. 

The  Board  contemplated  the  expenditure  of  this  depreciation  ap- 
propriation for  replacement  purposes  during,  if  practicable,  the  cur- 
rent year.  The  present  condition  of  this  property  certainly  warrants 
the  expenditure  of  larger  sums  for  reconstruction  and  replacement 
and  the  amount  set  aside  for  depreciation,  instead  of  accumulating 
in  a  fund  as  it  has  been  recently,  should  be  utilized  currently  until 
such  time  as  the  property  is  put  on  a  thoroughly  substantial  con- 
dition basis. 

For  the  year  1919,  the  company's  gross  operating  revenues,  as 
shown  by  its  annual  report  to  the  Board,  were  $78,500,  including 
$1,925  miscellaneous  revenues.  Deducting  the  latter  figures  from 
the  former  leaves  $76,575  as  the  amount  of  passenger  revenue  for  that 
year.  From  the  proposed  increase  in  fare  the  company's  general  man- 
ager estimates  $20,000  additional  revenue  would  be  derived,  making 
$96,575  as  the  total  amount  of  passenger  revenue  for  one  year  at  the 
higher  rate  of  fare.  To  obtain  this  revenue  it  would  be  necessary 
to  carry  1,379,642  passengers,  which  is  approximately  eleven  per 
cent,  under  the  number  actually  carried  by  the  company  during  the 
year  1919,  namely,  1,549,670.  In  the  case  of  a  majority  of  the  other 
street  railways  in  the  State  that  have  increased  their  rate  of  fare  from 
five  to  seven  cents,  the  falling  off  in  the  number  of  passengers  carried 
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has  been  approximately  fifteen  per  cent.  This  would  indicate  that 
the  company's ,  estimate  of  the  increase  in  revenue  from  the  higher 
rate  of  fare  is  rather  too  high  than  too  low. 

The  operating  expenses  and  taxes  for  the  coming  year  are  estimated 
by  the  company  to  be  twenty  per  cent,  higher  than  they  were  during 
1919.  The  total  revenuje  deductions  for  that  year,  exclusive  of  de- 
preciation charges,  were  $65,992.  Increasing  this  amount  by  twenty 
l)er  cent,  gives  $79,190  as  the  amount  of  revenue  deductions  excluding 
depreciation  for  the  coming  year.  Assuming  -that  the  same  number 
of  car  miles  are  operated  in  this  period  as  in  the  year  1919,  i.  e., 
229,238,  this  will  make  the  cost  per  car  mile  34.6  cents,  which  is  some- 
what lower  than  the  actual  operating  car  mile  cost  during  the  first 
eight  months  of  the  present  year  in  the  case  of  some  of  the  larger 
street  railway  companies,  according  to  their  monthly  reports  filed  with 
the  Board. 

Adding  to  the  $79,190  for  operating  expenses  and  taxes  the  $9,625 
allowance  for  depreciation  fixed  by  the  Board  in  1917,  makes  $88,815 
as  the  total  amount  of  revenue  deductions  for  the  coming  year.  The 
gross  revenues  at  the  increased  rate  of  fare  are  above  indicated  to  be 
approximately  $98,500  or  $9,685  more  than  the  revenue  deductions. 
The  latter  amount  is  approximately  eight  per  cent,  of  the  par  value 
of  the  company^s  outstanding  capital  stock,  which,  however^  as  has 
above  been  indicated,  is  less  than  half  the  actual  cost  of  the  street 
railway  property  for  which  the  stock  was  issued. 

The  record  indicates  that  until  recently  the  company  operated  six 
fare  zones  from  Burlington  Wharf,  in  Burlington,  through  Mount 
Holly  to  Chester  Avenue  in  Moorestown,  Burlington  Wharf  and 
Chester  Avenue  being  the  two  termini  of  the  system. 

The  first  fare  zone  originally  began  at  Chester  Avenue  in  Moores- 
town and  ran  over  the  tracks  of  the  Public  Service  Railway  Company 
to  Borton's  Landing  Eoad;  thence  over  the  applicant's  lines  to  the 
Town  of  Hartford;  the  next  from  Hartford  to  Eancocas  Park;  the 
third  from  Eancocas  Park  to  the  Northern  end  of  Mount  Holly  at  the 
Fair  Grounds.  In  Mount  Holly  there  is  an  overlap.  The  fourth 
zone  out  of  Moimt  Holly  extends  to  a  place  known  as  Johnson's 
Siding;  the  fifth  zone  runs  to  the  point  at  which  the  road  crosses  the 
Pennsylvania  Bailroad  out  of  Burlington  on  the  Mount  Holly-Bur- 
lington Eoad  (locally  known  as  Whitmire's  Comer).    The  sixth  and 
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last  zone  extends  from  Whitmire's  Comer  to  Burlington  Wharf  in 
Burlington.  The  overlap  in  Mount  Holly  permits  the  passenger  to 
ride  from  the  westerly  side  of  Mount  Holly  through  the  ensuing  fare 
zone  or  the  passenger  going  toward  Burlington  can  ride  up  to  the  Fair 
Grounds  and  the  passenger  coming  from  the  Fair  Grounds  may  ride 
through  Mount  Holly. 

In  the  first  zone  alx)ve  mentioned,  beginning  at  Chester  Avenue,  tlie 
company  formerly  operated  to  Borton's  Landing  Road  over  the  tracks 
of  the  Public  Service  Railway  Company.  These  tracks  fell  into  such 
a  bad  condition  that  the  operation  over  them  was  abandoned  by  reason 
of  that  fact  and  by  reason  of  the  further  fact  that  the  applicant  and 
the  oflBcials  of  the  Public  Service  Railway  Company  had  not,  up  to 
the  time  of  the  hearing,  agreed  on  a  traffic  arrangement  permitting 
further  operation  over  this  section  of  the  applicant's  route.  In  view 
of  the  fact  that  the  fare  zone  has  heretofore  always  extended  from 
Chester  Avenue  in  Moorestown  to  the  Town  of  Hartford,  the  Board 
is  of  the  opinion  that  the  applicant  should  make  arrangements  whereby 
passengers  desiring  to  traverse  this  first  zone  may  continue  to  be 
transported  in  either  direction  from  Chester  Avenue  to  Borton's 
Landing  Road  or  from  Borton's  Landing  Road  to  Chester  Avenue. 
This  arrangement  may  be  effected  by  a  traffic  agreement  with  the 
Public  Service  Railway  Company  or  by  any  other  suitable  means  of 
transportation  but  is  a  condition  precedent  to  the  Board's  granting 
of  the  petition  in  this  matter.  Whatever  arrangement  the  applicant 
may  make,  the  facilities  to  be  provided  must  be  such  as  to  furnish 
safe,  adequate  and  proper  service  over  this  now  abandoned  section 
of  the  zone  extending  from  Chester  Avenue  to  Borton's  Landing 
Road. 

The  Board  therefore  finds  and  determines  that  the  application 
for  increase  of  fares  filed  in  this  proceeding  should  be  and  is  hereby 
approved,  subject,  nevertheless,  to  the  condition  that  the  company 
will  arrange  to  transport  passengers  throughout  the  zone  extending 
from  Chester  Avenue  in  Moorestown  to  the  Town  of  Hartford  instead 
of  operating  only  from  the  Town  of  Hartford  to  Borton's  Landing 
Road  as  is  the  case  at  present. 

An  order  will  so  issue  to  become  effective  when  such  conditions 
are  complied  with. 

Dated  May  19th,  1921. 
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ORDER. 

The  Board  of  Public  Utilit}'  Commissioners,  having  on  the  date 
hereof  made  and  filed  a  report  stating  its  finding  of  fact  and  con- 
clusions thereon,  which  report  by  reference  thereto  herein  is  made 
part  hereof, 

Hereby  approves,  to  become  eflfective  following  the  provision  of 
transportation  facilities  as  hereinafter  ordered,  the  following  schedule 
of  rates  of  the  Burlington  County  Transit  Company: 

A  fare  of  seven  cents   (7c.)   where  five  cents   (5c.)    is  now 

charged. 
School  children  shall  be  carried  as  heretofore. 
Children  under  the  age  of  five  years,  when  accompanied  by 

an  adult  paying  fare,  to  be  carried  free. 
Children  over  five  years  of  age  to  be  charged  full  fare. 
And  ORDERS  that  facilities  for  the  transportation  of  passengers  be 
l)rovided  between  Borton's  Tending  Road  and  Chester  Avenue, 
Moorestown,  either  over  the  tracks  of  the  Public  Service  Railway 
Company  in  continuation  of  the  terminus  of  the  right  of  way  of  the 
Burlington  County  Transit  Company,  or  in  some  other  manner  to 
be  submitted  to  the  Board  /or  approval  within  twenty  days  from 
the  date  hereof. 

The  company,  for  a  period  of  five  days  preceding  the  date  when 
the  rates  herein  set  forth  go  into  effect,  shall  post  notice?  of  the 
contemplated  change  of  fare  in  each  and  every  car  operated  along 
its  lines. 

Dated  May  19th,  1921. 


Digitized  byCjOOQlC 


Repobts  of  Boabd  of  Public  Utility  Commissionebs.       57 


Public  Service  Railway  Company — Increase  in  Rates. 


No.  892. 

Ix  THE  Matter  of  the  Application  of  the  Public  Service  Rail- 
way Company  for  a  Further  Increase  in  Rates. 

1.  The  railway  company  bases  its  present  application  for  an  increase  in 
rates  on  the  theory  adopted  by  the  Board  in  former  proceedings  in  which  in- 
creases were  allowed ;  that  is  to  say,  that  the  rate  applied  for  is  an  emergency 
rate. 

2.  At  the  time  an  emergency  increase  was  allowed  this  country  was  in  active 
participation  in  the  war.  a  crisis  was  imminent  and  it  was  ascertained  that  in 
order  to  render  the  public  continuous,  safe,  adequate  and  proper  service  the 
company  required  additional  revenue  aod  it  was  determined  that  the  existing 
rate  was  insafficient. 

3.  In  the  opinion  of  the  Board,  there  is  no  such  emergencj'  present  as  would 
require  it  to  fix  any  other  rate  in  excess  of  the  existing  rate  without  considera- 
tion of  all  the  elements  recognized  as  being  entitled  to  consideration  in  a  pro- 
ceeding to  fix  a  just  and  reasonable  rate. 

4.  Under  all  conditions,  a  result  based  upon  an  investigation  with  a  full 
consideration  of  the  various  factors  necessarily  requiring  consideration  for  the 
fixation  of  a  just  andi  reasonable  rate  would  be  more  just  to  both  the  public  and 
the  company  than  one  based  upon  the  few  factors  presented  in  and  necessarily 
the  only  one«  considered  in  emergency  cases. 

o.  Analysis  of  operating  revenues  and  expenses  indicates  that  the  company  is 
not  in  suoh  urgent  need  of  revenue  as  would  preclude  its  continuing  furnishing 
service  for  the  time  required  to  complete  the  collateral  case  in  which  the  value 
of  its  property  is  being  considered.  The  Board  is  not  satisfied  from  the  proofs 
offered  by  the  company  that  it  is  at  this  time  in  ne?d  of  the  relief  to  be  afforded 
by  the  schedule  as  filed  nor  is  it  satisfied  that  it  should  at  tliis  time  be  granted 
any  further  increase  in  the  present  schedule  of  fares. 

Frank  Bergen,  L.  D.  If.  Gilmour  and  E,  W.  Walrlee,  for  Pu])lic 
Senice  Railway  rompanv. 

•7.  T,  Congleion,  for  City  of  Newark. 

(reorge  L.  Becord,  for  City  of  Jersey  City. 

William  A.  Kavanaugh,  for  City  of  Ho])oken. 

A.  0.  Miller,  for  City  of  Passaic. 

C.  n.  Stewart,  for  Town  of  Irvington. 
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S.  N,  Cady,  for  Chamber  of  Commerce  of  City  of  Elizabetli. 

Joseph  T.  Hague,  for  City  of  Elizabeth. 

Thomas  IF.  Jack,  for  Borough  of  Collingswood. 

E,  W,  Granerl,  for  Weehawken. 

Thomas  H,  Ilaggeriy,  for  City  of  Xew  Brunswick. 

Charles  A,  Eeed,  for  City  of  Plainfield. 

Charles  E,  Bird,  for  City  of  Trenton. 

J.  U,  T,  Martin,  for  Township  of  Woodbridge. 

John  C.  Barclay,  for  Town  of  ]\Iontclair. 

Charles  P,  GUlen,  for  Xew  Jersey  State  League  of  ^lunicipalities. 

C,  K,  Read,  for  Borough  of  Ridgefield. 

William  W.  Crane,  for  Borough  of  Verona. 

B,  C.  Austin^  for  Cranford. 

George  Gold,  for  City  of  Clifton. 

The  Public  Service  Railway  Company  filed  a  rate  of  ten  cents  as 
a  charge  instead  of  the  existing  seven-cent  rate  with  a  cent  for  a 
transfer.  Together  with  the  filing  of  the  rate,  a  statement  was 
filed  by  the  president  of  the  railway  company  in  which,  among  other 
things,  it  was  alleged: 

"The  rate  of  fare  of  7  cents,  with  1  cent  for  a  transfer, 
upon  the  lines  of  Public  Service  Railway  Company  has  now 
])een  in  effect,  without  interruption,  for  a  period  of  one  year. 
When  this  rate  was  restored  on  December  7th,  1919,  it  waf 
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hoped  by  the  Company  and  expected  by  the  Board  that  it 
would  produce  sufficient  revenue  to  enable  the  Company  to 
pay  its  operating  expenses  and  fixed  charges  and  set  apai-t 
$800,000  per  year  for  depreciation.  It  was  thought  that  this 
rate  would  keep  the  Company  going,  although  without  return 
upon  its  capital  stock,  until  such  time  as  the  valuation  of  the 
property  of  the  Company,  then  in  process  of  being  made  by 
the  Board,  should  be  completed,  which  it  was  thought  would- 
be  within  a  few  months,  at  which  time  a  final  rate  could  be 
predicated  upon  the  value  of  the  property  as  determined. 
Since  the  passage  by  the  Legislature  of  1920  of  the  Act  pro- 
viding fop  a  valuation  of  the  Company's  property  by  inde- 
pendent engineers,  the  Board  has  suspended  further  hearings 
in  the  valuation  inquiry  it  was  conducting  and  is  awaiting; 
the  valuation  provided  for  in  the  Act  above  mentioned,  as  was 
clearly  the  legislative  intent.  This  valuation  should  be  com- 
pleted within  a  few  months. 

"Unfortunately,  however,  the  rate  of  7  cents,  with  1  cent 
for  a  transfer,  has  not  done  and  is  not  doing  what  it  was 
thought  it  would  accomplish.     Instead  of  enabling  the  Com- 
pany to  meet  its  operating  expenses  and  fixed  charges  and 
provide  a  depreciation  fund  of  $800,000  per  annum,  it  has 
failed  to  provide  any  depreciation  fund  whatsoever,  and,  in 
addition  thereto,  has  resulted  in  an  operating  deficit  of  ap- 
proximately $400,000,  making  a  total  deficit  for  the  year  of 
approximately  $1,200,000." 
At  the  session  of  the  Legislature  of  1920  there  was  passed  an  act 
creating  a  commission  to  employ  independent  engineers  to  make  a 
valuation  of  street  railway  properties  and  under  this  act  the  com- 
mission was  organized  and  engineers  were  appointed  to  make  a  valua- 
tion of  the  property  of  the  applicant  company..     The  T^egislature 
of  1921  passed  an  amendment  to  this  act  which  required  this  Board 
to  determine  the  value  of  street  railway  properties  within  a  period 
of  three  months  after  the  filing  of  the  report  of  the  engineers  with 
this  Board,  making  the  said  report  presumptive  evidence  in   said 
proceeding  and  permitting  the  cross-examination  of  the  engineers 
when  requested.    The  report  of  the  engineers  was  filed  by  the  Com- 
mission with  this  Board  on  April  14th  last  and  hearings  have  been 
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resumed,  which  necessarily,  by  the  provisions  of  the  act,  must  be 
completed  by  July  14th. 

The  railway  company  bases  its  present  application  on  the  theory 
adopted  by  this  Board  in  the  former  proceedings  in  which  increases 
were  allowed  to  the  railway  company;  that  is  to  say,  that  the  rate 
applied  for  is  an  emergency  rate.  The  power  of  the  Board  was 
challenged  and  the  theory  upon  which  the  former  increases  were 
allowed  was  approved  by  the  Supreme  Court  in  the  case  of  O'Brien 
v.  Board  of  'Public  Utility  Commissioners,  92  N.  J.  Law,  p.  44,  which 
was  affirmed  by  the  Court  of  Errors  and  Appeals,  lb.  page  587. 

There  are  therefore  two  proceedings  pending  in  which  the  rates 
of  the  railway  company  are  involved,  the  proceeding  at  bar  predicated 
on  the  existence  of  an  emergency,  and  the  proceeding  instituted  by 
the  Board  in  which  it  proposes  to  fix  the  just  and  reasonable  rates 
of  the  railway  company^  in  which  proceeding  as  one  of  the  bases 
the  valuation  must  necessarily  be  considered.  There  have  been  so 
many  variations  in  the  rates  charged  by  the  applicant  company 
within  the  last  few  years  that  it  becomes  immediately  pertinent  to 
inquire  whether  or  not  such  an  emergency  exists  in  the  affairs  of  the 
railway  company  as  to  require  an  immediate  disposition  of  the  mat- 
ter or  whether  its  condition  is  not  such  as  to  permit  the  present 
rates  to  remain  until  the  case  involving  the  final  fixation  of  a  just 
and  reasonable  schedule  of  rates  can  be  disposed  of. 

In  its  report  of  July  10th,  1918,  in  and  by  which  the  first  increase 
in  rate  was  allowed  to  the  applicant  company,  an  emergency  was 
defined  as  follows: 

"An  emergency  for  which   a  carrier  is  entitled   to  relief 
by  a  temporary  emergency  rate  exists  where,  by  reason  of 
general  conditions  not  affecting  the  applicant  utility  alone,  the 
operating  revenues  are  insufficient  to  operate  and  maintain 
its  property  and  to  pay  rentals  and  interest  on  such  of  its 
securities,  a  default  in  the  payment  of  which  would  jeopardize 
the  solvency  of  the  company." 
At  that  time  this  country  was  in  active  participation  in  the  war, 
a  crisis  was  imminent;    it  was  ascertained  that  in  order  to  render 
the  public  continuous,  safe,  adequate  and  proper  service,  the  rail- 
way company   required  additional   revenue,  and  it  was  determined 
that  the  existing  rates  was  insufficient. 
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The  Board  therefore  confined  its  consideration  to  the  following 
elements:  operating  revenue,  operating  expenses  and  taxes,  income 
deductions,  appropriation  for  depreciation  reserve,  wage  increases  and 
taxes  on  additional  revenue. 

That  the  action  of  the  Board  at  that  time  was  predicated  upon  the 
existence  of  a  war  emergency  is  indicated  by  the  opinion  of  the 
Supreme  Court  in  the  following  language: 

"The  evidence  shows  that  the  increase  was  only  enough  to 
enable  the  railway  to  meet  the  increased  expenses  forced  upon 
it  by  the  order  of  the  War  Labor  Board  of  the  Federal  Gov- 
ernment to  increase  wages.  The  increase  permitted  the  rail- 
way allowed  nothing  for  return  on  large  investments  of  cap- 
ital.    ♦    ♦    ♦ 

"It  follows  with  the  certainty  of  a  geometrical  axiom  that 
the  addition  of  just  enough  to  meet  the  increased  wages  forced 
on  the  railway  company  by  the  War  Labor  Board  could  not 
make  unreasonably  high  what  was  not  so  before." 

O'Brien  v.  Board  of  Public  Utility  Commissioners,  92  N. 
J.  Law,  p.  44. 
Predicated  on  the  theory  that  an  emergency  exists,  the  rates  filed 
herein  are  pursuant  to  paragraph  (h)'  of  Section  17  of  the  Act 
creating  the  Board.  That  paragraph  provides  for  an  increase  of  rates 
by  the  public  utility  itself  and  authorizes  the  Board  to  hear  and 
determine  whether  the  rate  is  just  and  reasonable  and  makes  it  its 
duty  to  approve  the  increase  upon  being  satisfied  that  the  same  is 
just  and  reasonable.  In  this  proceeding  the  company  as  an  alter- 
native requests  the  Board  to  either  approve  the  ten-cent  rate  "or 
fix  some  other  rate  that  will  afford  the  necessary  relief."  This  would 
authorize  the  Board  in  the  event  that  it  considered  an  increase  to  be 
necessary  to  fix  such  a  schedule  of  rates  as  it  believes  may  be  neces- 
sary to  absorb  the  increased  costs  indicated  by  the  Board  in  the 
elements  which  must  be  considered  in  an  emergency.  In  considera- 
tion of  this  matter,  therefore,  the  Board  must  keep  in  mind  two 
points : 

(1)  That  the  same  or  a  similar  emergency  should  exist  as  existed 
when  the  country  was  involved  ih  the  war,  and 
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(2)  That  any  rate  fixed  would  be  temporary  only  for  the  reason 
that  hwt  a  short  time  will  elapse  when  the  Board  must  necessarily 
^x  just  and  reasonable  rates  upon  scientific  and  legal  bases. 

In  the  same  opinion  (O'Brien  case)  Justice  Swayze  indicated  the 
complexity  involved  in  the  fixation  of  a  rate.    He  said: 

"The  question  of  the  reasonableness  of  a  rate  has  always 
been  regarded  as  complex  and  as  largely  a  business  question. 

"Even  in  the  narrower  question  of  determining  the  value 
of  the  property,  it  has  long  been  settled  that  the  original  cost 
of  construction,  the  amount  expended  in  permanent  improve- 
ments, the  amount  and  market  value  of  bonds  and  stocks,  the 
present  as  compared  with  the  original  cost  of  construction,  the 
probable  earning  capacity  of  the  property  under  particular 
rates  prescribed  by  statute,  and  the  sum  required  to  meet  oper- 
ating expenses,  are  all  matters  for  consideration,  and  are  to  be 
given  such  weight  as  may  be  just  and  right  in  each  case. 

"The  reasonable  worth  of  the  services  rendered  is  a  maximum 
of  the  permissible  rate,  and  a  fair  return  on  the  value  of  the 
property  is  a  minimum.    *    ♦    *    Such  a  standard  is  certainly 
a  flexible  one,  and  sustains  the  view  taken  by  this  court  in 
Public   Sernce  Company  v.  Public  ITtility  Board    (the  gas 
rate  case).    *    *    ♦    We  there  said  that  a  just  and  reasonable 
rate  is  rather  a  question  of  business  judgment  than  one  of 
legal  formula,  and  must  often  be  tentative,  since  the  exact 
result  cannot  be  foretold,  and  that  the  real  test  of  the  justice 
and  reasonableness  of  an  individual  rate  is  that  it  should  be  as 
low  as  possible  and  yet  sufficient  to  induce  the  investment  of 
capital  in  the  business  and  its  continuance  therein.'^ 
The  Board  is  of  the  opinion  that  no  emergency  exists  such  as  was 
defined  and  intended  by  the  Board  or  the  Couii  in  the  O'Brien  case. 
The  emergency  defined  by  the  Board  in  the  O'Brien  case  was  one  not 
afi^cting  the  applicant  utility  alone  but  affecting  all  business  gener- 
ally.   It  is  unnecessary  to  point  out  that  in  almost  all  other  fields  of 
industrial  activity,  if  not  in  that  of  utilities,  costs  have  fallen  and 
are  continuing  to  fall. 

The  condition  of  the  applicant  is  rather  one  of  economics  than  one 
involving  a  crisis  such  as  was  present  during  the  war,  and  such  as  was 
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considered  in  the  O'Brien  case.  The  Board  is  unwilling  to  extend  the 
"emergency"  doctrine  made  necessary,  as  it  was,  by  the  Government's 
increasing  wages  as  a  war  measure,  at  least  until  it  is  shown  that  an 
increase  in  rates  is  imperatively  needed  to  render  safe  and  adequate 
service  to  tide  the  utility  over  until  a  just  and  reasonable  rate  can 
be  fixed  after  all  the  elements  involved  in  the  making  of  such  a  rate 
have  been  considered. 

It  may  safely  be  assumed  that  prices  were  at  their  highest  during 
the  past  year  or  two,  and  that  the  tendency  of  labor  and  material 
costs  during  this  period  of  readjustment  is  surely  downward.  During 
the  war  wages  of  employees  were  largely  controlled  by  the  action  of 
Governmental  agencies.  The  awards  made  by  the  Xational  War 
Labor  Board  were  necessarily  accepted  by  the  company.  The  in- 
creases in  wages  allowed  by  that  Board  were  factors  beyond  the  con- 
trol of  the  company  and  these  constituted  the  great  bulk  of  the  in- 
crease in  the  operating  co^ts  of  the  company.  Now,  however,  the  wage 
question  is  a  matter  that  is  entirely  within  the  control  of  the  railway 
company  to  deal  directly  with  its  employees.  It  is  admitted  that  no 
further  increases  in  wages  are  contemplated,  the  present  contract 
with  the  skilled  men  expires  August  1st,  and  reductions  are  now  be- 
ing made  in  the  wages  of  unskilled  labor. 

The  increase  in  revenue  which  the  company  seeks  also  contains 
elements  which  could  not  be  considered  in  connection  with  an  emer- 
gency application.  There  is  included  an  item  which  seems  to  make  up 
an  alleged  insuflBciency  in  the  revenue  accruing  during  the  year  1920 
to  pay  operating  expenses,  taxes  and  fixed  charges  for  that  year; 
also  an  item  to  take  care  of  current  depreciation  calculated  on  the 
basis  of  increased  costs,  as  well  as  an  item  indicating  the  deficiency 
which  accrued  in  1920  to  take  care  of  the  current  depreciation.  It 
also  seeks  to  make  up  in  the  rate  applied  for  one-third  of  the  defi- 
ciency alleged  to  have  accriied  because  of  the  failure  of  the  rates 
permitted  to  be  charged  to  earn  the  depreciation  calculated  to  be 
necessary  during  the  last  three  years. 

The  Board  does  not  consider  an  allowance  for  many  of  these  items 
appropriate  in  an  application  of  this  kind.  They  do  not  constitute 
elements  of  emergencies  and  more  appropriately  deserve  consideration 
in  the  fixation  of  just  and  reasonable  rates  rather  than  "emergency" 
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rates.  The  Board  therefore  does  not  approve  of  the  schedule  of  rates 
filed  by  the  company. 

Xor  is  there,  in  the  opinion  of  the  Board,  such  an  emergency 
present  as  would  require  it  to  fix  any  other  rate  in  excess  of  the 
existing  rate  without  consideration  of  all  the  elements  recognized  as 
being  entitled  to  consideration  in  a  proceeding  to  fix  a  just  and 
reasonable  rate.  The  rate  proceeding  which  was  begun  by  the  Board 
and  is  now  pending  has  consumed  more  than  two  years.  Supplement- 
ing the  vast  amount  of  testimony  as  to  value  which  has  been  taken  in 
this  proceeding,  there  has  been  filed  with  the  Board  the  valuation 
fixed  by  the  engineers  engaged  pursuant  to  the  Legislative  enactment 
of  1920.  This  proceeding  must  be  terminated  by  the  Board  not  later 
than  July  14th.  The  case  will  necessarily  have  to  be  proceeded  with 
as  rapidly  as  possible  and  under  all  conditions  a  result  based  upon 
the  investigation  with  a  full  consideration  of  the  various  factors 
necessarily  requiring  consideration  for  the  fixation  of  a  just  and 
reasonable  rate  would  be  more  just  to  both  the  public  and  the  com- 
pany than  one  based  upon  the  few  factors  presented  in  and  neces- 
sarily the  only  ones  considered  in  emergency  cases. 

The  Board  will  show,  however,  in  what  follows  whether  or  not  the 
present  schedule  of  rates  will  produce  a  revenue  sufficient  to  provide 
for  those  elements  of  cost  contemplated  in  the  O'Brien  decision. 

It  will  be  pertinent  to  compare  the  results  under  a  seven-cent  fare 
(and  a  cent  for  a  transfer)  for  1920  and  then  to  take  up  the  com- 
pany's estimate  of  the  result  of  operations  for  1921  under  the  same 
schedule  (shown  in  P-9).  This  will  be  analyzed  and  the  result  of 
the  analysis  shown  in  parallel  columns.  It  will  not  be  necessary,  in 
view  of  the  conclusions  reached,  to  give  the  exhibits  in  detail ;  but 
the  income  account  condensed  on  the  different  bases  will  be  groujx^d 
in  Table  I-A  and  B  following : 
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IXrOMK    RTATK.MKST    rXOKK    7-CKNT    FABK    (1-CENT   TRANSFER)    FOR    1920   ACTUAL.    1021 
AS   ESTIMATED  BY  PETITIONER  AND  AS   TAKEN  BY  THE  BOARD    (CENTS  OMITTED). 

(1)  (2)  (3)  (4) 

1921  E»t'd.  1921  Eafd. 

1020  Actual      1021  Estd.        by  Board  in  light 

Annual        by  Petitioner    taking- Bev.  of  1020 

Beport           In  Ex.  P-0         from  P-0  experience 

Bevenue    from   TransporUtion .   $25,080,422     $27,287,830     $27,287,880  $27,5«8,034 

Bevenue  from  Other  OperaUona,          612,196            502,000            592,000  664,800 


Total  BaJlway  Operaitlnir  Beve- 
nue       $26,502,618     $27,870,830     $27,870,830     $28,233.80.1 

Bailway  Operating  Bevenue  De- 
ductions        22,403,346        24,001,003        23,405,331        23,405.331 


Bailway  Operating  Income $4,180,072       $2,078,827       $4,384,409       $4,738,472 

Auxiliary    Operations,    Income.  9,110  6,000  6,000  6.000 


Total    Operating   Income $4,198,182       $2,984,827       $4,390,499       $4,744,472 

Total  Non-Operating  Bevenues.  209,294  203,734  203,734  203,734 


Gross    Income    $4,407,476       $3,188,.'»61        $4,504,233       $4,048,206 

Income  DeducUons    5,152,924  5,237,731  5,237,731  5,237,731 


Net  Deficit    d  $745,448    d  $2,049,170       d  $643,498       d  $289,525 

Exclude   depredation    114,669         1,8.50,666  800,000  800,000 


Net  surplus  or  deficit  after  ex- 
cluding   deprecialtlon     d  $630,779       d  $198,504       s  $156,502        s  $510,475 

TABLE  IB. 

CONDENSED    SCMMARY   OF   OPERATING    REVENUE   DEDUCTIONS    SHOWING    THE   DEDUCTIONS 

FOR   1020  ACTUAL.   1921    AS   ESTIMATED  BY   THE    PETITIONER    IN    P-9,   AND   AS 

MODIFIED    BY    THE    BOARD'S    ANALYSIS     (CENTS    OMITTED). 

(1)  (2)  (3)&(4) 

Operating  Expenses — 

Way    and    Structures $2,271,506       $2,600,000       $2,.321.250 

Depredation  of  Way  and  Structures 53,1.35         1,308,956  600.000 


Total  Expenses  Way  and  Structures $2,.324.641       $3.908,9.'>6       $2,021.2,50 


Equipment     $2,4.33.087       $2,400,000       $2,400,000 

Depredation    of   Equipment    01,584  451,710  200,000 


Total   Expenses,   Equipment    $2,494,621        $2,851,710       $2,600,000 


Power    $3,488,427  $3,686,256  $.3,610,000 

Conducting  Transportation    0,.5.54,701  0,521,765  0,521,765 

Traffic     060  1,000  1 .0(M) 

General  and  Miscellaneous    2,401,123  2.422.177  2.422.177 


Total    Operating   Expenses    $20,.3.54,473     $22,481,864     $21,070,102 

Taxes     2,033.243  2,410,1.39  2,419.1.30 


Total    Bevenue   Deductions    $22,387,716     $24,901,003     $23,405,.331 
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In  Table  I-A  the  total  operating  revenues  in  column  (1)  are  those 
shown  in  the  petitioner's  annual  report;  in  columns  (2)  and  (3)  the 
total  is  that  shown  by  the  petitioner  in  Ex.  P-9.  In  column  (4)  the 
following  method  isi  used:  The  ratio  of  the  revenue  in  the  first 
quarter  of  1920  to  the  total  for  1920  is  first  ascertained.  The  revenue 
for  the  first  quarter  of  1921  is  then  multiplied  by  this  ratio  and  the 
result  is  shown  in  column  (4). 

In  Table  I-B  in  the  first  column  are  given  the  actual  results  of 
operations  of  the  company  for  the  year  1920.  In  that  year  the  com- 
pany charged  to  operating  expenses  and  credited  to  depreciation  re- 
serve the  amount  of  $114,669  (two  items).  The  net  deficit  would 
have  been  $630,679  excluding  this  $114,669.  Under  column  (2)  is 
set  up  the  comparative  figure  for  the  same  item  as  shown  by  the 
petitioner  in  its  exhibit  P-9.  This  indicates  that  the  net  deficit,  after 
charging  $1,850,666  to  depreciation,  is  estimated  to  be  $2,049,170; 
or,  excluding  this  large  charge  for  depreciation,  the  net  deficit 
would  be  estimated  to  be  $198,504.  In  column  (3)  Table  I-A,  the 
operating  revenues  are  taken  as  estimated  by  the  petitioner  in  column 
(2).  Kailway  operating  revenue  deductions  (Tables  I-A  and  I-B), 
however,  are  modified  in  some  detail  as  follows: 

Fnder  Way  and  Structures,  the  company's  estimate  of  work  to  be 
done  is  somewhat  higher  than  would  be  necessary  in  an  emergency 
and  certain  deductions  derived  from  a  study  of  the  figures  for  prior 
years,  are  made  from  a  number  of  the  accounts  shown  in  P-9  under 
the  classification  of  Way  and'  Structures;  but  with  respect  to  the 
expense  for  removal  of  snow  and  ice,  a  considerable  deduction  is 
made.  The  expenditures  for  removing  snow  and  ice  for  the  year 
1917  to  1920  were  as  follows  (cents  being  omitted) : 

1917 $75,109 

1918    45,848 

1919    11,511 

1920    248,740 

The  figures  for  1920  are  abnormal,  due  to  both  the  character  of  the 
winter  and  the  scale  of  prices  then  effective.  The  average  for  the 
years  1917  to  1919,  inclusive,  approximates  $44,000,  which  indicates 
that  a  figure  of  $75,000  might  reasonably  be  taken  for  the  cost  (»f 
this  item  in  average  years.  The  total  costs  as  taken  by  the  Board 
for  Way  and  Stnicturcs,  exclusive  of  depreciation,  is  $2,321,250,  as 
compared  with  the  similar  figures  for  the  year  1920  of  $2,271,506 
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and  $2,600,000,  as  shown  by  the  petition  in  exhibit  P-9.  The  Board, 
in  cohimns  (3)  and  (4)  of  Table  I-B  takes  the  figure  of  $600,000 
for  depreciation  of  Way  and  Structures  as  contrasted  with  the  com- 
pany's estimate  of  $1,398,956.  The  actual  figure  set  up  by  the  com- 
pany in  1920  was  $53,135  for  this  item. 

The  total  of  expenses  under  the  general  heading  of  Equipment  in 
P-9  is  taken  as  $2,400,000,  exclusive  of  depreciation,  as  contrasted 
with  actual  expenses^  in  1920  of  $2,433,087.  The  Board  takes  the 
same  figure  of  $2,400,000  as  shown  in  Exhibit  P-9.  The  company 
(in  Exhibit  P-9)  for  depreciation  of  equipment  sets  up  the  figure 
of  $451,710,  as  contrasted  with  the  amount  set  up  in  1920  by  them 
of  $61,534.  The  Board  takes  $200,000  as  this  figure,  which,  added 
to  the  $600,000  for  depreciation  of  Way  and  Structures,  aggregates 
a  total  of  $800,000  for  depreciation. 

For  power  the  company's  actual  cost  in  1920  was  $3,428,427.  Tlie 
company's  estimate  in  P-9  was  $3,686,256.  The  comparison  of  the 
prices  of  coal  assumed  in  P-9  with  the  prices  paid  by  the  company 
for  the  first  quarter  of  1921  indicates  that  the  cost  of  power  may 
be  taken  as  in  columns  (3)  and  (4)  (Table  I-B)  to  be  $3,610,000. 
Other  expenses  and  taxes  are  taken  at  the  same  figure  in  columns 
(2),  (3)  and  (4). 

The  total  of  Railway  Operating  Eevenue  Deductions  are  shown  in 
Table  I-A  and  leave  a  Eailway  Operating  Income  varying  from 
$2,978,827,  petitioner's  estimate  for  1921,  to  $4,738,472,  as  shown 
in  the  modified  estimate  of  the  Board,  these  figures,  of  course,  in- 
cluding the  charge  for  depreciation  as  hereinbefore  cited. 

The  net  deficits  under  the  different  columns  are  as  follows:  The 
1920  actual  deficit  was  $745,448,  this  being  the  book  figure.  As 
shown  under  P-9,  the  deficit  is  estimated  to  be  $2,049,170.  Under 
the  Board's  modification  of  Exhibit  P-9,  and  charging  but  $800,000 
in  depreciation,  the  resulting  deficit  would  be  $643,498;  and  esti- 
mating the  revenue  for  1921  in  the  ratio  obtaining  in  1920,  the 
deficit  would  be  $289,525,  subject,  however,  to  a  slight  increase  to 
provide  for  the  increases  in  taxes  from  the  larger  revenue  shown  in 
column  (4)  as  compared  with  column  (3).  If  depreciation  be  ex- 
cluded from  the  four  columns  (Table  I-A),  the  last  line  will  show 
that  the  deficit  in  1920  (actual)  would  be  $630,779 ;  the  company's 
estimate  for  1921  would  have  been  $198,504;  the  Board's  estimate, 
assuming  the  revenue  as  in  Exhibit  P-9,  will  show  a  surplus  of 
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$156,502  and  after  modifying  the  revenue  in  the  light  of  1920  ex- 
perience, the  surplus  will  approximate  $500,000  after  allowing  for 
adjustment  in  taxes  based  on  revenue. 

Even  a  casual  inspection  of  the  applicant's  Exhibit  P-9  would 
indicate  that  a  large  number  of  the  classes  of  expenses  are  increa.«eil 
considerably  above  the  amounts  required  to  be  spent  in  an  emergency 
only,  and  that  the  company,  in  a  great  emergency,  would  not  spend 
the  amounts  indicated  in  Exhibit  P-9,  nor  would  the  expenses  in- 
cluded in  the  Board's  estimates  be  so  large  in  such  an  emergency; 
])ut  giving  the  company  the  benefit  of  the  doubt  of  tlie  larger  ex- 
penditure, except  so  far  as  reduced  in  columns  (3)  and  (4),  column 
(4)  indicates  that  the  company  might  reasonably  expect,  if  it  con- 
tinued to  operate  under  the  present  fare,  to  be  able  to  pay  its  oper- 
ating expenses,  including  $500,000  for  depreciation,  taxes  and  all 
fixed  charges.  For  the  five  years  ended  December  31st,  19 IT.  the 
charges  to  the  depreciation  reserve  averaged  about  $450,000  jicr 
annum,  and  for  the  eight  years  ended  December  31st,  1920.  the 
charges  to  the  reserve  for  property  retired  averaged  about  $365,000. 
The  $500,000  would  be  adequate  to  cover  the  average  annual  retire- 
ments under  the  higher  of  these  two  average  amounts.  It  would 
appear,  then,  that  its  revenue  will  be  entirely  adequate  during  the 
next  few  months  under  the  existing  schedule  of  fares  to  meet  such 
expenditures  as  are  contemplated  under  the  principles  laid  down  in 
the  O'Brien  case  upon  which  the  petitioner  relies. 

This  analysis  indicates  very  clearly,  then,  that  the  company  is  not 
in  such  urgent  need  of  revenue  as  would  preclude  its  continuing 
furnishing  service  for  the  period  of  time  required  to  complete  the 
collateral  case  in  which  valuation  is  being  considered.  The  Board 
is  not  satisfied  from  the  proofs  offered  that  the  company  is  at  this 
time  in  need  of  the  relief  to  be  afforded  by  the  schedule  as  filed,  nor 
is  it  satisfied  that  it  should,  at  this  time,  be  granted  any  further  in- 
creai^e  in  the  present  schedule  of  fares. 

The  Board  therefore  finds  and  determines  that  the  petition  for 
emergency  relief  should  be  and  is  hereby  dismissed,  and  the  schedule 
of  rates  filed  is  disapproved. 

Dated  May  19th,  1921. 

An  appeal  was  taken  from  this  decision  to  the  Supreme  Court. 
The  decision  of  the  Supreme  Court  follows : 
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New  Jersey  Supreme  Court. 
Public  Service  Railway  Company,  Prosecutor, 


VB. 

Board  of  Public  Utility  Commissioners,  Defendants. 
ON  certiorari. 

1.  An  order  made  by  the  Board  of  Public  Utility  Commissioners  requiring  a 
public  utility  to  set  apart  yearly  a  depreciation  fund  of  a  fixed  amount,  and  ite 
refus*al  therefore  of  a  sufficient  rate  for  services  rendiered  to  produce  the  neces- 
sary income  for  that  purpose,  is  not  the  fixing  of  a  just  and  reasonable  rate. 

2.  The  court  .has  no  power  to  fix  the  rate,  for  that  is  committed  to  the  Pub- 
lic Utility  Commissionere,  but  where  the  order  made  is  not  supported  by  the 
evidence,  the  court  has  the  power  to  set  aside  the  order  and  remand  the  pro- 
ceeding to  the  Commissioners  to  fix  a  just  and  reasonable  rate  based  on  the 
evidence. 

Frank  Bergen  and  Robert  11.  McCmier,  for  the  Prosecutor. 

L.  Edward  Herrmann,  Frank-  If.  Sommer,  Oeorge  L  Record,  for 
the  Defendants. 

Argued  June  Temi,  1921,  before  Justices  Trenchard,  Bergen  and 
Mintum. 

'J'he  opinion  of  the  court  was  delivered  ]>y 

Beroex,  J.  The  prosecutor  filed  with  the  State  Board  of  Public 
T'tility  Commissioners  a  schedule  fixing  its  rate  for  transportation 
of  passengers  at  ten  cents  for  each  person  including  transfers  re- 
quired by  law,  which  was  an  increase  of  three  cents  where  no  transfer 
was  given  and  of  two  cents  where  it  was.  The  commission,  by  it* 
order,  suspended  the  effect  of  the  increase,  and  after  hearing  made 
an  order  refusing  its  approval  of  the  new  schedule  of  rates.  To 
review  this  order  a  writ  of  certiorari  was  allowed  under  which  the 
record  relating  to  it  has  been  brought  to  this  court.  The  proceeding 
is  governed  by  subdivision  (h)  of  Section  17  of  ^^\n  Act  concerning 
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Public  Utilities/'  P.  L.  1911,  p.  374,  C.  S.  1280,  which  provides  that 
when  a  public  utility  increases  its  rates  "it  shall  be  the  duty  of  said 
Board  to  approve  any  such  increase,  change  or  alteration  upon  being 
satisfied  that  the  same  is  just  and  reasonable.'*  This  of  course  means 
that  if  the  proofs  show  conclusively  that  the  increase  is  just  and 
reasonable  it  is  made  the  duty  of  the  Board  to  approve,  for  that  is 
the  legislative  mandate.  We  think  the  evidence  shows  conclusively 
that  a  considerable  part,  at  least,  of  the  increased  rate  is  just  and 
reasonable  and  that  the  major  part  is  required  to  pay  the  cost  of 
operation  and  maintenance,  and  that,  without  additional  income 
to  make  required  repairs,  they  cannot  be  made,  thereby  endangering 
the  lives  of  its  passengers.  It  should  be  kept  in  mind  that  the  public 
as  well  as  the  company  are  interested  in  the  continuance  of  the  ser- 
vice, and  that  it  should  be  made  as  safe  as  possible  for  the  public 
needs  no  argument,  nor  can  it  be  doubted  that  its  cessation  or  in- 
eflScient  management  would  seriously  injure  the  public,  which  it  is  the 
duty  of  the  board  of  commissioners,  as  well  as  the  Utility  Corpora- 
tion, to  avoid  if  possible.  Among  the  powers  delegated  the  Com- 
missioners is  to  require  every  public  utility  ^To  furnish  safe, 
adequate  and  proper  service  and  to  keept  and  maintain  its  property 
and  equipment  in  such  condition  as  to  enable  it  to  do  so"  (Section 
17  (b)  of  the  Act,  C.  S.  1279),  and  also  to  caTvy  a  proper  and  ade- 
quate depreciation  account  which,  with  the  income  from  the  invest- 
ment of  the  fund  so  carried,  shall  not  be  used  otherwise  than  for 
depreciation,  improvements,  new  constructions,  extensions  or  addi- 
tions to  the  property,  (f )  of  the  section  last  referred  to.  The  carry- 
ing of  such  an  account  has  been  required  of  the  prosecutor  by  the 
commissioners  and  thus  becomes  an  element  to  be  considered  in 
fixing  a  ju^t  and  reasonable  rate  for  the  services  rendered.  Under 
the  statute,  properly  construed,  the  power  to  fix  rates  should  be 
reasonably  and  justly  exercised,  having  due  regard  to  the  object  to  be 
accomplished  by  the  legislative  control  delegated  to  the  Board  of 
Utility  Commissioners,  which  is  a  fair  return  for  the  necessary- 
service  rendered;  the  maintenance  required!  by  statute,  or  the 
legal  requirements  of  the  Board,  as  well  as  state  and  municipal  taxes 
imposed,  and  a  reasonable  income  on  the  capital  invested.  A  rate 
which  does  not  provide  for  the  depreciation  fund  imposed  by  the 
Board,  nor  for  the  operating  expenses  of  the  Utility  Company  is  not, 
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in  our  judgment,  a  just  and  reasonable  rate  which  the  statute  con- 
templates. The  evidence  clearly  shows  that  the  present  rate  under 
existing  conditions  will  bankrupt  the  company  as  well  as  endanger  the 
lives  of  its  passengers  for  want  of  funds  to  make  imperative  repairs. 
To  require  a  maintenance  fund  to  be  carried,  and  at  the  same  time 
refuse  an  income  to  provide  it,  is,  to  say  the  least,  a  peculiar  exercise 
of  discretion  under  our  statute  relating  to  the  power  of  fixing  rates. 

The  Board  in  its  report  of  its  conclusion  denies  relief  from  these 
conditions,  and  treats  the  situation  as  an  emergency  which  will  soon 
pass.  Why  it  so  concludes  is  not  apparent  from  the  evidence  when 
the  evidence  shows  that  for  over  three  years  the  conditions,  which 
produce  threatened  bankruptcy  and  lack  of  repair  demanded,  have 
not  only  continued  but  are  constantly  increasing.  To  call  this 
situation  an  emergency  and  refuse  relief  for  that  reason  is  giving  a 
meaning  to  the  word  emergency  which  neither  our  statute  nor  ad- 
judged cases  warrants.  There  is  no  evidence  in  this  record  fi*om 
which  it  can  be  inferred  that  the  present  cost  of  operation  and  main- 
tenance will  not  continue,  and  with  it  the  so  called  emergency  until 
its  victim  shall  have  collapsed  to  the  great  injury  of  its  stockholders, 
and  especially  the  public  who  depend  upon  it  for  transportation. 

The  present  proceeding  was  instituted  by  the  prosecutor  which  filed 
a  schedule  of  increased  rates  with  the  board  of  commissioners  and 
the  latter  gave  public  notice,  after  making  an  order  suspending  its 
effectiveness,  of  a  public  meeting,  time  and  place  being  named,  at 
which  all  persons  who  desired  would  be  given  a  hearing  as  to  the 
reasonableness  of  the  proposed  rate.  At  the  hearing  it  was  stipulated 
that  if  the  rate  proposed  was  not  a  just  and  reasonable  one  the 
Board,  if  it  deemed  any  increase  proper,  might  consider  and  deter- 
mine what  increase  ought  to  be  allowed.  The  relief  was  denied 
upon  the  ground  that  the  conditions  creating  the  deficit  was  the  result 
of  a  sudden  happening  producing  a  crisis  temporary  in  character, 
which  the  Board  called  an  emergency.  Why  an  increased  tax,  en- 
hanced cost  of  labor,  of  operation,  and  of  necessary  repairs  should 
be  called  an  emergency  soon  to  be  assuaged  like  a  sudden,  flood,  is 
not  apparent  to  us  either  from  the  evidence,  or  conditions  of  which 
we  can  take  judicial  notice,  nor,  as  the  Board  did,  can  we  assume 
that  other  conditions  will  shortly  exist.  Another  reason  given  for 
the  action  of  the  Board  is  that  no  deficit  in  the  cost  of  operation 
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exists,  based  on  the  emergncy  theory,  which  it  is  claimed  is  justified 
by  the  opinion  of  Mr.  Justice  Swayze  in  O'Brien  vs.  Public  Utility 
Board,  92  N.  J.  L.  44.  We  do  not  find  in  that  opinion  anything 
which  justifies  the  inference,  suggested  by  the  commissioners,  that 
the  learned  justice  was  dealing  with  an  emergency  condition.  The 
only  question  determined  by  him  was  whether  an  increase  in  rates 
was  justifiable  under  the  condition  then  existing,  and  the  reasons 
are  equally  applicable  whether  the  increased  costs  of  wages  was  due 
to  an  order  of  the  U.  S.  Board  or  from  any  other  cause.  He  was  not 
dealing  with  a  theory  but  with  actual  conditions,  where  the  increase 
of  proper  costs  of  operation  had  advanced  beyond  income,  and  when 
the  Board  had  fixed  a  rate  only  sufficient  to  provide  for  cost  of 
operation,  without  considering  a  return  on  the  capital  invested.  In 
support  of  the  conclusions  of  the  Board  that  the  present  rate  is 
sufficient  to  pay  cost  of  operation  and  fixed  charges  in  the  present 
emergency,  and  to  show  that  there  is  no  deficit  for  that  purpose,  it 
submits  a  schedule  of  actual  conditions  for  1920  and  that  estimated 
for  1921.  The  actual  deficit  for  1920  was  $630,799,  allowing 
$114,669  for  maintenance  instead  of  $800,000  required  by  the  order 
of  the  Board.  The  estimates  for  the  year  1921  are  rather  speculative 
than  reliable,  and  on  this  the  Board  concludes  that  there  will  he  a 
surplus,  not  now,  but  at  the  end  of  the  year,  without  making  any 
allowance  beyond  $800,000  for  imperative  improvements  which  the 
evidence  shows  will  exceed  at  least)  $1,200,000.  So  that  assuming 
the  estimate  of  the  Board  is  correct  there  will  be  a  deficit  of  $400,000 
if  the  8er>4ce  is  to  be  efficient  and  safe  for.  the  public  use,  without 
taking  into  account  the  losses  for  1918,  1919  and  1920,  amounting 
to  over  $1,600,000.  If  this  be  called  an  emergency  it  is  one  that 
needs  prompt  relief,  and  ought  not  to  be  postponed  until  the  Board 
has.  reached  a  result  in  another  case  involving  the  fixing  of  a  just 
and  reasonable  rate  based  on  valuation.  The  prosecutor  is  entitled 
to  cost  of  operation,  and  fair  return  on  capital  invested  under  the 
statute,  and  to  have  its  rights  determined  on  the  case  made  by  it  in 
this  proceeding. 

To  make  an  order  requiring  a  public  utility  to  set  apart  yearly  a 
depreciation  fund  of  a  fixed  amount  and  to  prevent  a  compliance  by 
refusing  the  income  necessary  for  that  purpose  is  not  the  fixing  of  a 
just  and  reasonable  rate.     The  question  is  not  a  novel  one,  for  in 
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many  municipalities  in;  otiier  states  the  rate  has  been  fixed  at  ten 
cents,  sometimes  with  a  qualification  that  tickets  of  a  given  quantity 
shall  be  sold  at  a  less  rate,  but  all  having  a  tendency  to  approximate 
that  rate,  but  in  this  proceeding  the  Board  did  nothing  along  that 
line,  it  merely  refused  to  do  anything  to  advance  the  present  rate 
which  the  evidence  shows  is  not  just  and  reasonable  in  view  of 
existing  conditions. 

Chief  Justice  White,  speaking  for  the  Supreme  Court  of  the  United 
States  in  Southern  Iowa  Electric  Company  v.  City  of  Charlton,  41 
Sup.  Ct.  Rep.  400,  said  that  the  proposition  was  indisputable  "That 
although  the  governmental  agencies  having  authority  to  deal  with 
the  subject  may  fix  and  enforce  reasonable  rates  to  be  paid  public 
utility  corporations  for  the  services  by  them  rendered,  that  power 
does  not  include  the  right  to  fix  rates  which  are  so  low  as  to  be  con- 
fiscatory of  the  property  of  such  corporations." 

It  is  no  answer  to  this  critical  situation  to  declare  that  the  Utility 
Company  is  over-capitalized  and  suffering  from  that  fact.  The 
situation  presented  here  is  not  a  demand  based  upon  a  desire  for 
profits  upon  the  investment,  but  mainly  for  the  vital  purpose  of 
enabling  the  corporation  to  pay  its  operating  charges  and  upkeep  and 
thus  properly  continue  the  services  required  by  its  charter. 

This  court  has  no  power  to  fix  the  rate  for  that  is  committed  to, 
the  Public  I^tilities  Commissioners,  but  where  the  order  made  is  not 
supported  by  the  evidence  the  court  has  the  power  to  set  aside  the 
order  and  remand  the  proceedings  to  the  commissioners  to  ^x  a  just 
and  reasonable  rate  based  on  the  evidence,  and  that  was  not  done  in 
the  present  proceeding.  The  order  should  be  set  aside  and  the 
matter  remanded  to  the  consideration  of  the  Board  in  order  that  it 
may  fix  a  just  and  rea^sonable  rate  based  on  the  evidence  in  this  par- 
ticular proceeding,  and  for  that  purpose  the  order  under  review  will 
l>e  set  aside  and  the  proceeding  remanded  to  the  Board  of  Commis- 
sioners in  order  that  they  may  approve  or  disapprove  in  whole  or  in 
I)art  the  proposed  increase  as  they  may  determine,  from  the  evidenc(^ 
of  conditions  existing,  to  be  sufficient  to  meet  the  necessaiy  cost  of 
proper  and  efficient  operation,  as  is  required  by  the  statute,  as  well 
as  the  cost  of  such  necessary  reparations,  as  the  safety  of  the  public 
demands. 
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No.  893. 

In  the  Matter  of  the  Increase  in  its  Schedule  of  Rates  for 
Transportation  by  the  Public  Service  Railroad  Company. 

1.  The  appraised  value  of  the  physical  property  of  the  company  as  of  De_ 
cember  31st,  1917,  is  $2,514,563.  New  expenditures  for  capital  purposes  be- 
tween that  diate  and  October  Slst,  1920,  were  $10,192.68,  making  a  total  present 
physical  value  of  $2,524,755.68.  The  outstanding  securities  amount  to 
$2,296,650. 

2.  The  value  of  the  physical  property  without  any  allowance  for  intau?iiblfs 
of  any  kind  is  in  excess  of  the  total  amount  of  the  securities  issued. 

3.  Under  the  proposed  rates  the  estimated  operating  revenues  are  approxi- 
mately $414,000.  The  operating  revenue  deductions  are  $317,000,  leaving  an 
operating  income  of  approximately  $94,000.  The  income  deductions  of  approxi- 
mately $104,000  result  in  an  estimated  loss  of  more  than  $9,000. 

4.  An  analysis  of  the  estimated  operating  expenses  would  indicate  that  they 
are  excessive  but  not  to  the  extent  of  materially  affecting  the  result.  The 
Board  is  satisfied  the  proposed  rates  are  not  unjust  or  unreasonable  and  will 
not  produce  an  excessive  return  on  the  physical  value  of  the  property. 

L.  D,  77.  Gilmour  and  E,  W,  Wakehe,  for  the  Petitioner. 

On  December  9th,  1920,  Public  SeiTice  Railroad  Company  filed 
with  this  Board  a  new  schedule  of  rates  increasing  the  rate  for  trans- 
portation on  its  railroad.  These  rates  were  suspended  by  the  Board, 
and  a  hearing  was  called  to  examine  into  the  justness  and  reason- 
ableness of  the  same.  Notice  was  given  by  the  company  by  posting 
in  its  cars  and  publication.  Notice  was  also  given  by  the  Board  of 
the  time  and  place  fixed  for  the  hearing.  No  one  appeared  in  op- 
position to  the  proposed  rates. 

Petitioner  operates  a  railroad,  organized  and  operating  an  electric 
railroad  under  the  General  Railroad  Act. 

(a)  From  a  point  in  the  City  of  Elizabeth,  County  of  Union,  to 
a  point  on  the  road  leading  from  Metuchen  to  Bonhamtown  Corner, 
in  the  County  of  Middlesex; 

(b)  From  a  point  known  as  Milltown  Junction,  in  the  road  lead- 
ing from  Cranbury  Turnpike  to  Milltown,  in  the  County  of  ^fiddle- 
sex,  to  the  City  of  Trenton,  in  the  County  of  Mercer; 

(c)  A  branch  therefrom  extending  to  the  State  Fair  Grounds  at 
Trenton. 
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The  two  divisions  of  said  road  are  connected  by  tracks  of  Public 
Service  Railway  Company.  Connected  with  Division  (a)  of  tlie  said 
railroad  and  operated  as  a  part  thereof  are  the  following  branch 
lines : 

(d)  From  a  point  in  the  Borough  of  Roosevelt,  known  sls  Chrome 
Junction  to  that  part  of  the  Borough  of  Roosevelt  known  as  Chrome, 
and 

(e)  From  a  point  in  the  Township  of  Woodbridge  known  as  Port 
Reading  Junction  to  Sewaren  in  said  township. 

The  existing  rate  was  filed  with  the  Board  of  Public  Utility  Com- 
missioners June  18th,  1918.  The  new  rate  is  based  on  a  charge  of 
three  cents  per  mile  for  transportation,  with  a  minimum  fare  of  ten 
cents.  The  present  rate  is  two  and  one-half  cents  per  mile  with  a 
minimum  of  ten  cents. 

The  appraised  value  of  the  physical  property  of  the  company  as  of 
December  31st,  1917,  as  found  by  this  Board  is  $2,514,563.  (Vol. 
VT,  Reports  Board  of  P.  U.  C,  p.  368.) 

The  net  expenditures  for  capital  purposes  between  December  31st, 
1917,  and  October  31st,  1920,  were  $10,192.68,  making  a  total  present 
physical  value  of  $2,524,755.68.  The  outstanding  securities  amount 
to  $2,296,650.  It  will  be  seen  that  the  value  of  the  physical  prop- 
erty withouif  any  allowance  for  intangibles  of  any  kind  is  in  excess  of 
the  total  amount  of  the  securities  issued. 

The  application  was  filed  upon  the  theory  of  the  existence  of  an 
emergency.  The  value  of  the  physical  property,  however,  having  Deen 
heretofore  ascertained,  and  by  stipulation  of  the  company  used  in  the 
present  case,  permits  the  consideration  of  the  case  on  the  broader 
aspect,  in  that  the  justness  and  reasonableness  of  the  proposed  rates 
might  be  tested  with  the  value  of  the  property  as  a  basis  and  consider- 
ation of  all  other  factors  necessary. 

The  income  account  statement  of  the  company  for  the  year  1920 
shows  a  loss  after  payment  of  operating  expenses  and  income  de- 
ductions amounting  to  $66,395,81,  and  the  statement  for  the  year 
1919  a  net  loss  of  $85,313.97. 

The  company  presents  estimates  showing  the  result  of  operation  for 
the  year  1921  under  the  existing  rates,  as  well  as  under  the  pro- 
posed rates.  A  summary-  of  these  estimates  shows:  that  tlie  total 
estimated  operating  revenue  from  present  rates  would  be  $347.703 ; 
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that  the  operating  expenses  would  be  $314,919,  leaving  a  net  opera- 
ting income  of  $32,874.  The  income  deductions  comprising  rent  for 
leased  roads,  etc.,  amount  to  approximately  $104,238.  This  would 
result  in  a  net  loss  of  approximately  $70,000. 

Under  the  proposed  rates  the  estimated  operating  revenues  are 
approximately  $414,000.  The  operating  revenue  deductions  are 
$317,000  leaving  an  operating  income  of  approximately  $94,000.  The 
income  deductions  of  approximately  $104,000  result  in  an  estimated 
loss  of  more  than  $9,000. 

An  analysis  of  the  estimated  operating  expenses  would  indicate 
that  they  are  excessive  but  not  to  the  extent  of  materially  affecting 
the  result.  We  are  satisfied  that  the  proposed  rates  are  not  unjust 
or  unreasonable  and  will  not  produce  an  excessive  return  on  the 
physical  value  of  the  property. 

The  schedule  of  rates  filed  by  the  company  will  therefore  be  allowed 
to  become  effective  June  1st  next,  the  company  to  post  notices  in  its 
cars  for  a  period  of  ten  days  prior  thereto. 

Dated  Mav  19th.  1921.  ^ 


No.  894. 

Ix  THE  Matter  of  the  Applicatiox  of  the  Salem  and  Penns- 
grove Traction  Company  for  an  Increase  in  Rates. 

1.  An  electric  railway  compaDy  is  authorized  to  increase  its  fare  from  seven 
cents  to  eight  cents. 

2.  The  increased  rate  is  not  calculated  to  yield  to  the  company  the  revenue  to 
whicJii  it  18  entitled  upon  the  capitalization  approved  by  the  Board  but  is  the 
maximum  the  traffic  will  bear. 

J.  B,  Colahan,  for  the  Petitioner. 

The  applicant  company  operates  electric  cars  from  a  point  within 
the  City  of  Salem  to  a  point  within  the  Borough  of  Pennsgrove 
])as8ing  through  the  townships  of  Upper  'Penns  Neck  and  Lower 
Pcnns  Neck,  in  the  County  of  Salem,  a  distance  of  fourteen  and 
twenty-five  hundredths  miles.    There  are  five  fare  zones  on  the  line. 
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The  company  was  formed  and  the  road  constructed  in  1915  en- 
tirely with  private  capital.  The  securities  were  issued  with  the  ap- 
proval of  this  Board.  When  it  was  constructed  there  was  in  opera- 
tion a  large  industrial  plant  at  Kearney  Point  in  which  vast  quanti- 
ties of  war  munitions  were  manufactured,  and  the  construction  of  the 
road  was  required  for  the  transportation  of  employees  to  and  from 
their  homes  to  the  plant. 

During  the  years  1916  and  1917  the  road  was  operated  at  a  profit 
on  a  five-cent  fare.  On  February  17th,  1920,  a  charge  of  seven  cents 
was  approved  by  this  Board.  The  present  application  is  for  the  ap- 
proval of  an  eight-cent  charge.  Extensive  notice  of  the  application 
has  been  given,  to  the  public  served  by  posting  signs  in  the  cars  and 
advertising  in  the  newspapers.  Xo  opposition  has  been  made  to  the 
application. 

It  appears  that  in  the  years  1919  and  1920  the  excess  of  operating 
expenses  over  operating  revenues  was  $403.91  and  $4,990.77  respec- 
tively. The  net  deficit  after  paying  interest  on  the  funded  indebted- 
ness of  the  company  and  amortization  of  the  bond  discount,  was 
$46,971.96  and  $60,981,57  respectively.  Under  its  present  operating 
revenue  the  company  will  not  be  able  to  meet  the  interest  on  its 
funded  debt  or  even  the  taxes  which  will  become  due. 

Since  the  cessation  of  the  war  the  industrial  plant  heretofore  in- 
ferred to  has  ceased  its  activity  and  while  temporarily  engaged  in 
manufacturing  dyestuffs  the  number  of  employees  engaged  is  very 
small.    The  future  development  of  the  plant  is  uncertain. 

This  has  affected  the  traffic  on  the  road  as  follows:  the  numl^er 
of  passengers  carried  decreased  from  4,582.364  in  1918  to  2,773,390 
in  1919  and  2,055,191  in  1920.  It  is  probable  that  if  the  plant  at 
Kearney  Point  were  to  remain  practically  idle  the  road  would  be 
obliged  to  cease  operations.  The  officials  of  the  road,  however,  are 
hopeful  that  activities  at  this  plant  will  shortly  be  resumed,  which 
will  surely  result  in  increasing  traffic. 

In  the  meantime  the  service  afforded  by  the  company  to  the  resi- 
dents of  the  communities  served  is  maintained  and  it  is  desirable 
that  it  should  be.  The  proposed  ratei  of  fare  is  not  calculated  to 
yield  to  the  company  the  revenue  to  which  it  is  entitled  upon  the 
capitalization  authorized  and  approved  by  this  Board.  The  rate, 
however,  is  the  maximum  which  the  officials  of  the  company  believe 
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the  traffic  ^vill  bear  as  is  evidenced  by  the  following  testimony  of  the 
superintendent : 

Q.  "You  have  discussed  this  matter  freelv  with  the  local  council 
down  there  and  the  municipal  government?" 

A.  "I  have/' 

Q.  "And  the  Bomugh  Government?  What  if  any,  as  far  as  you 
have  ascertained,  is  their  attitude  toward  this  increase?" 

A.  "They  are  favorable  to  it.  They  are  favorable  to  the  iiinning 
of  the  road  and  want  to  see  it  run." 

Q.  "In  your  judgment  a  higher  increase  than  one  cent  would  be 
inadvisable  to  ask  for." 

A.  "Yes." 

Q.  "You  don't  think  the|  public  would  stand  for  more  than  one 
cent." 

A.  "I  don't  think  they  would." 

Under  these  circumstances  no  reason  appears  to  require  the  Board 
to  withhold  its  approval  of  the  rates  sought  to  be  approved. 

Dated  May  19th,  1921. 


No.  895. 

Tn  the  Matter  or  Proposed  Increase  in  Rates  by  the  Ocean 
City  Water  Company. 

In  the  absence  of  a  valuation  and  of  other  elements  which  should  be  con- 
sidered in  a  rate  ease  an  application  for  an  emergency  increase  in  rates  is 
denied,  it  not  being  apparent  that  there  is  an  urgent  necessity  for  the  increase 
to  providie  service. 

J.  Fithian  Tatem,  for  the  Petitioner. 

A.  C.  Boswell,  for  City  of  Ocean  City. 

Thomas  B.  Fort  and  R.  C  Hicks,  for  Ocean  City  Taxp.ayers 
League. 
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The  company  asks  that  it  be  given  a  flat  increase  of  20  per  cent, 
on  its  charges  to  individual  users  and  40  per  cent,  in  its  charges  to 
the  municipality  for  fire  service.  The  operating  expenses  in  1920 
increased  $6,600  over  the  preceding  year.  The  company  has  out- 
standing $286,000  in  bonds  and  $100,000  in  stock.  The  proposed 
increases  will  bring  to  the  company  estimated  additional  revenue 
to  the  amount  of  $8,200. 

The  total  revenue  of  the  company  for  the  year  1920  was  $42,000. 
In  addition  to  the  payment  of  the  interest  on  its  funded  indebtedness 
of  $286,000  the  company  has  been  paying  a  6  per  cent,  dividend 
upon  its  $100,000  capital  stock.  It  intends  in  the  proposed  increase 
asked  for  to  provide  for  dividends  of  6  per  cent,  upon  such  stock. 

This  being  an  emergency  application,  the  Board,  pursuant  to  its 
declared  policy  in  such  cases,  will  not  consider  an  increase  in  rates 
unless  an  appraisal  of  the  physical  property  of  the  company  is 
presented  to  the  Board  or  the  Board  itself  has  made  such  appraisal, 
at  least  in  the  absence  of  convincing  proof  that  there  is  urgent  neces- 
sity for  allowing  such  increase  in  order  to  provide  service  to  the 
public. 

Sucli  urgency  is  not  apparent  in  this  case  and  there  being  no 
valuation  before  the  Board  all  the  elements  which  should  be  con- 
sidered in  a  rate  increase  case  are  not  present  on  this  application. 
The  Board  will  therefore  deny  fhe  rates  filed. 

Dated  May  19th,  1921. 


No.  896. 

Ix  THE  Matter  of  Rates  Charged  by  Railroad  Companies 
Operating  in  the  State  of  New  Jersey  for  the  Trans- 
portation OF  Sand,  Gravel  and  Broken  Stone  Between 
Stations  in  this  State. 

1.  Contracts  entered  into  between  carrierp  and  shippers  are  subject  to  the 
police  power  of  the  State  and  the  existence  of  such  contracts  between  carrier 
and  ghipper  does  not  estop  the  carrier  with  the  authority  of  the  State  from 
advancing  such  rates  where  the  same  become  unreasonable. 
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2.  The  character  of  the  commodities  transported,  their  weight,  the  space  they 
occupy,  the  kind  of  equipment  ueed,  the  service  rendered,  the  value  of  the  com- 
modity itself  and  the  damage  or  loss  of  injury  liable  in  transpoilation,  are 
all  elements  that  must  necessarily  be  considered'  in  any  determination  seeking 
to  ascertain  the  justness  and  reasonableness  of  a  proposed  rate.  The  average 
distance  hauled  and  the  service  of  loading  and  unloading  are  also  elemental. 

3.  From  all  the  testimony  presented,  it  is  held  that  the  imposition  of  40  per 
cent,  upon  the  rates  existing  under  General  Oi*der  28  would  be  excessive,  dis- 
criminatory, unjust  and  unreasonable  as  applied"  to  these  low  grade  commodities 
moving  only  short  distances  as  is  the  fact  within  this  State. 

4.  The  imposition  of  15  per  cent,  upon  the  rates  existing  and  charged  by 
the  railroads  prior  to  the  increase  aujthorized  by  the  Interstate  Commerce  Com- 
mission in  Ex  Parte  74  would  be  just  and  reasonable. 

5.  The  imposition  of  this  percentage  will  remedy  the  discrimination  caused 
by  General  Order  No.  28,  as  between  these  commodities  and  all  other  com- 
modities affected  by  that  ordter,  and  will  also  bring  the  New  Jersey  rates  into 
appropriate  alignment  with  the  rates  on  these  commodities  in  adjoining  States. 

Hennj  Wolf  Bikle,  for  Pennsylvania  Railroad  Company,  West  Jer- 
sey and  Seashore  Railroad  Company,  and  railroads  in  general  in 
New  Jersey. 

Charles  E,  Miller,  for  Central  Railroad  Company  of  N'ew  Jersey. 

E,  H.  Burgess,  for  T^high  Valley  Railroad  Company. 

W,  J.  Larrahee,  for  Delaware,  Lackawanna  and  Western  Railroad 
Company  and  joint  carriers. 

M.  B.  Pierce,  for  Erie  Railroad  Company,  Xew  Jersey  and  Xew 
York  Railroad  Company,  New  York,  Susquehanna  and  W^estern  Rail- 
road Company,  also  a  numhcr  of  the  Committee  of  Counsel  for  Car- 
riers. 

W.  L.  Kinter,  for  Philadelphia  and  Reading  Railway  Company  and 
Atlantic  City  Railroad  Company. 

Kenneih  H,  Lanning,  for  the  Tuckerton  Railroad  Company. 

L.  L.  Sheparxl,  for  the  Raritan  River  Railroad  Company. 

F.  W.  Schmidt,  for  a  Committee  of  Shi])pers  in  the  Sand  and 
Gravel  Industrv. 
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C,  J.  Fagg,  for  Bound  Brook  Stone  Company  et  als. 

Edmund  Wilson,  for  Jesse  A.  Howland  et  als. 

M.  L.  Berry  and  F.  R.  Austin,  for  Ocean  County  Board  of  PVeo- 
holders  et  als. 

Wm.  B,  Mackay,  for  John  M.  Kelly  Contracting  Company  et  als. 

Charles  E,  Dalrymple^  for  Earitan  Eiver  Sand  Company. 

E.  E.  Reed,  for  T.  J.  Wasser,  State  Highway  Engineer,  on  behalf 
of  the  State  Highway  Department. 

On  July  29th,  1920,  the  Interstate  Commerce  Commission  filed  a 
report  and  order  authorizing  an  increase  of  40  per  cent,  on  the 
interstate  freight  rates  in  the  eastern  group  of  railroads,  which  in- 
cludes all  the  railroads  within  the  State  of  New  Jersey.  Subse- 
quently the  railroad  companies  notified  this  Board  of  their  intention 
to  apply  said  increase  to  intrastate  rates  in  order  that  they  might 
conform  to  the  interstate  rates  allowed  by  the  Interstate  Commerce 
(.Commission. 

The  Board  called  a  conference  with  the  carriers  and  representa- 
tives of  shippers  and  shippers'  organizations  upon  the  question 
whether  it  should  authorize  the  increase  proposed  in  the  intrastate 
rates. 

Following  the  conference  the  Board  on  August  18th,  1920,  filed 
a  memorandum  in  which  particular  reference  was  made  to  the  in- 
creases proposed  in  the  rates  applying  to  shipments  of  sand,  gravel 
and  broken  stone  used  in  road  building  and  repair.  The  opinion 
was  expressed  that  the  increased  rates  should  not  be  applied  to  intra- 
state shipments  of  these  materials  for  the  purposes  mentioned  unless 
it  more  clearly  appeared  that  this  would  be  just  and  reasonable. 

The  Board  therefore  recommended  that  these  increases  should  not 
a])ply  without  fui-ther  hearing  and  stated,  **If  the  carriers  so  desijc, 
the  Board  will  fix  an  early  date  for  further  hearing  as  to  thcFe  in- 
creases." 
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In  lieu  of  accepting  this  recommendation  the  railroad  companies 
proposed  that  the  Board  forthwith  initiate  an  investigation  with  re- 
spect to  the  reasonableness  of  these  rates,  and  agreed  that  in  any 
case  where  the  rates  should  be  found  by  the  Board  to  be  unreasonable 
they  would  voluntarily  be  made  retroactively  effective  from  August 
26th,  1920,  to  Januar}'  1st,  1921,  such  rates  as  the  Board  found  to  be 
reasonable. 

This  stipulation  was  extended  by  agreement  subsequently  to  Feb- 
ruary 1st,  1921,  and  later  to  June  1st,  1921. 

On  September  16th,  1920,  the  Board  initiated  a  proceeding  "for 
the  purpose  of  investigating  whether  the  rates  charged  by  the  rail- 
road companies  operating  in  the  State  of  New  Jersey  for  transporta- 
tion of  sand,  gravel  and  broken  stone,  between  stations  on  the  lines  of 
the  said  railroad  companies  in  the  said  State  of  New  Jersey,  are 
just,  reasonable  and  non-discriminator}^,  and  if  the  said  rates,  or  any 
of  them,  are  found  to  be  unjust,  unreasonable  or  unduly  discrimina- 
tory, what  rates  should  be  fixed  by  this  Board  for  the  said  railroad 
companies  to  charge." 

The  first  hearing  in  this  matter  wa^  held  on  October  11th,  1920,  and 
subsequent  hearings  were  held  to  afford  opportunity  for  the  carriers 
and  protestants  to  examine  and  cross-examine  witnesses  and  introduce 
evidence. 

Among  the  protestants  were  numerous  contractors  who  had  entered 
into  contracts  with  the  State  of  New  Jersey  and  municipalities  within 
this  State  for  the  construction  of  highways  within  said  State.  This 
group  objected  to  any  increase  in  the  freight  rates  on  the  particular 
commodities  during  the  life  of  their  contracts,  and  confined  their 
testimony  to  proof  of  loss  sustained  by  them  on  their  respective  con- 
tracts by  reason  of  the  increase  in  such  freight  rates. 

There  also  appeared  before  tlie  Board  a  number  of  shi])pcrs  and 
associations  of  shippers  of  sand,  gravel  and  crushed  stone  within 
the  State  of  New  Jersey,  who  protested  against  the  increa.«ed  freight 
rates  as  applied  to  these  commodities,  and  contended  that  the  same 
were  unreasonable,  and  that  they  would  in  some  instance  be  unable 
to  compete  with  other  shippers  from  without  the  State  of  New  Jersey. 

Jesse  A.  Howland  also  appeared  before  the  Board  objecting  to  the 
increased  freight  rates  applicable  to  rip-rap  stone  being  shipped  ])y 
him  from  Ilibernia,  N.  J.,  to  Sandy  Hook,  N.  J.,  and  showed  that 


Digitized  byCjOOQlC 


Reports  of  Boakd  of  Public  Utility  Commissioners.        83 

liaili'oad  Kates — Sand,  Gravel  and  Broken  Stone, 

in  the  summer  of  1919  he  had  obtained  from  the  General  Freight 
Agent  of  the  Central  Railroad  of  New  Jersey  a  freight  rate  on  the 
movement  of  said  stone  between  the  points  above  mentioned.  Testi- 
mony introduced  on  his  behalf  showed  that  the  forty  per  cent,  in- 
crease would  cause  him  to  sustain  a  great  financial  loss. 

On  behalf  of  the  carriers  it  is  contended  that  they  are  required 
in  this  proceeding  to  justify  the  40  per  cent  increase  only,  and  not 
the  increased  rate.  Under  paragraph  H  of  Section  17,  Article  2  of 
the  Act  creating  the  Board,  P.  L.  Laws  1911,  Chap.  195,  in  supi>ort, 
the  case  of  O'Brien  v.  Board  of  Pub.  Util.  Commrs.,  93  X.  J.  Law, 
p.  o87,  is  cited. 

The  Board  does  not  construe  the  section  of  the  statute  relied  upon, 
nor  the  case  cited  as  so  limiting  the  burden  of  proof;  the  justness 
and  reasonableness  of  the  rates  must  be  sustained  by  the  carriers. 
All  of  the  evidence  taken  was  directed  to  the  rates  resulting  from  the 
increase  rather  than  to  the  percentage  of  increase  alone. 

The  Interstate  Commerce  Commission,  in  a  proceeding  entitled 
Ex  part  Xo.  74,  "in  the  matter  of  the  application  of  carriers  m 
official  southern  and  western  classification  territories  for  authority 
to  increase  rates/'  authorized  an  increa^^e  in  freight  rates  in  the 
official  classified  territories  of  40  per  cent.  (58  I.  C.  C.  220.)  In 
discussing  the  rates  on  sand,  gravel,  rock  and  slag,  the  opinion  calls 
attention  to  the  fact  that  the  increased  rates  applied  by  the  Director 
General  on  these  commodities  under  General  Order  Xo.  28  were  in 
excess  of  the  25  per  cent,  increase  generally  applied  and  states: 

"The  carriers  have  indicated  a  willingness  to  promptly  re- 
adjust rates  in  cases  where  hardships  result  from  the  general 
percentage  increase,  and  their  special  attention  is  called  to 
these  commodities  to  the  end  that  such  action  may  be  taken 
as  the  facts  may  seem  to  warrant." 

On  behalf  of  contractors  who  appeared,  or  who  were  represented 
before  the  Board  in  this  matter,  it  was  contended  that  by  reason  of 
contracts  enterecj  into  by  them  prior  to  the  putting  into  effect  the 
increased  rates,  they  were  entitled  to  be  allowed  the  then  existing 
rate  on  all  shipments  made  under  these  contracts  until  the  fulfillment 
thereof.  It  has  been  settled  that  such  contracts  are  always  subject  to 
the  exercise  of  the  police  power  of  the  state,  and  that  the  existence  of 
such  contractus  between  carrier  and  shipper  does  not  estop  the  carrier 
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with  the  authority  of  the  State  from  advancing  such  rates  wliere  the 
same  become  unreasonable.  Western  and  Oregon  Lumber  ^ffgi-s. 
Assn.  V.  Southern  Pacific  R.  R.  Co.,  14  I.  C.  C.  61. 

The  question  of  the  reasonableness  of  a  rate  has  always  been  re- 
garded a.s  complex  and  largely  a  business  question,  ^fany  elements 
must  be  considered.  The  final  test  to  be  applied  is  that  the  reason- 
able wortli  of  the  service  rendered  is  a  maximum  of  the  i>ermi.s>ible 
rate,  and  a  fair  return  on  the  value  of  the  property  is  a  minimum. 
Smyth  V.  Ames,  169  U.  S.  466. 

In  the  present  case  the  character  of  the  territory  served  by  the 
carrier,  the  extent  and  regularity  of  the  service,  and  the  character 
of  the  business  must  be  considered.  The  character  of  the  commodi- 
ties transpoi-ted,  their  weight,  the  space  they  occupy,  the  kind  of 
equipment  used,  service  rendered,  the  value  of  the  commodity  it-elf. 
and  the  damage  or  loss  of  injury  liable  in  transportation,  are  all 
elements  that  must  necessarily  be  considered  in  any  determination 
seeking  to  ascertain  the  justness  and  reasonableness  of  a  proposed 
rate.  The  average  distance  hauled  and  the  service  of  loading  and 
imloading  are  also  elements. 

Under  General  Order  Xo.  28,  while  the  rates  on  all  commo<litics 
other  than  sand,  gravel,  rock  and  slag,  were  advanced  25  per  cent., 
on  these  commwlities,  however,  there  was  imposed  a  flat  increase  of 
20  per  cent,  per  ton,  as  applied  to  the  entire  sand,  gravel  and  crushed 
stone  business  of  the  country  and  this  may  not  have  worked  any 
hardship.  On  hauls  on  which  the  rate  was  80  cents,  or  greater,  the 
imposition  of  20  cents  i)er  ton,  was  an  advantage  to  tlie  ship])er  over 
the  imposition  of  a  flat  25  per  cent,  increase,  ])ut  for  hauls  producing 
a  charge  less  than  80  cents  the  20  cents  per  ton  advance  worked  a 
proportionate  disadvantage  as  the  rate  decreased.  Where  the  haul 
produced  a  charge  of  40  cents,  the  imposition  of  20  cents  per  ton 
constituted  a  50  per  cent,  increase  instead  of  25  per  cent. 

The  testimony  indicates  that  the  average  haul  within  the  State  of 
Xew  Jersey  is  approximately  thirty  miles.  The  average  rate  in  effect 
for  hauls  of  this  distance  prior  to  General  Order  Xo.  28,  was  ap- 
proximately 40  cents.  Assuming  an  average  haul  of  thirty  miles 
and  the  average  rate  of  40  cents  per  ton  under  General  Order  Xo.  28, 
20  cents  per  ton  was  added  making  the  charge  60  cents,  upon  which 
it  is  proposed  by  the  present  tariff  to  impose  40  per  cent.,  or  24  cents. 
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making  a  total  of  84  cents,  or  an  increase  over  the  normal  rate  of 
110  per  cent.  The  shippers  seek  in  these  proceedings  not  only  to 
have  declared  the  proposed  tariff  to  be  unjust  and  unreasonable, 
but  also  seek  to  have  the  rate  imposed  under  General  Order  No.  28 
declared  to  be  unjust  and  unreasonable.  We  recognize  the  force  of 
this  suggestion,  but  the  matter  of  making  any  adjustment  of  the 
charges  collected  by  the  carrier  under  General  Order  No.  28  is  im- 
possible ;  that  increase*  was  permitted  to  become  and  has  been  in 
effect,  and  was  not  challenged  nor  attacked  before  this  Board  prior  to 
its  becoming  effective  under  the  law. 

While  therefore  the  Board  cannot  adjust  charges  made  under  Gen- 
eral Order  No.  28  if  they  appear  to  be  excessive,  it  can  consider 
such  excess  in  conjunction  with  its  consideration  of  the  justness  and 
reasonableness  of  the  proposed  rates. 

The  representatives  of  the  carriers  contended  that  the  super- 
imix)sition  of  the  40  per  cent,  rate  upon  the  rates  existing  under 
General  Order  No.  28,  would  only  equalize  the  rates  in  New  Jersey 
to  the  level  of  the  rates  in  adjoining  states.  We  do  not  find  this  to 
l)e  the  fact,  although,  for  some  distances,  and  on  most  of  the  railroads 
there  were  somewhat  higher  charges  upon  these  commodities  than 
in  New  Jersey. 

From  all  the  testimony  presented,  it  is  our  opinion  that  the  im- 
position of  40  per  cent,  upon  the  rates  existing  under  General  Order 
No.  28  would  be  excessive,  discriminatory,  unjust  and  unreasonable, 
as  applied  to  these  low  grade  commodities  moving  only  short  dis- 
tances as  is  the  fact  within  tliis  State. 

The  Board  therefore  finds  that  the  rates  charged  by  the  railroads 
for  shipments  of  sand,  gravel  and  broken  stone,  between  points  in 
the  State  of  New  Jersey  including  the  rate  applying  to  shipments  of 
rip-rap  stone  complained  of  by  Jesse  A.  Howland  hereinbefore  re- 
ferred to,  are  unjust,  unreasonable  and  unduly  discriminatory. 

We  conclude  that  the  imposition  of  15  per  cent,  upon  the  rates 
existing  and  charged  by  the  railroads  prior  to  the  increase  authorized 
by  the  Interstate  Commerce  Commission  in  Ex  'Parte  74  would  be 
just  and  reasonable. 

The  imposition  of  this  percentage  will  remedy  the  discrimination 
caused  by  General  Order  No.  28,  as  between  these  commodities  and  all 
other  commodities  affected  by  that  order,  and  will  also  bring  the 
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Xew  Jersey  rates  into  appropriate  alignment  with  the  rates  on  these 
commodities  in  adjoining  states. 

The  Board  therefore  decides  that  the  carriers  should  make  effective 
tariffs  in  accordance  with  this  conclusion. 

Dated  May  25th,  1921. 


No.  897. 

ly  THE  Matter  of  the  Application  of  the  Yincentowx  Water 
Company  for  Increased  Rates. 

The  increased  rates  submitted  are  approved,  it  appearing  that  after  paying 
operating  expenses  and  taxes  the  net  revenue  will  not  provide  a  return  of  even 
six  per  cent,  on  the  original  cost  of  the  property. 

Richard  B,  Eckman,  for  the  Petitioner. 

George  W.  Elbert,  for  Township  Committee  of  Township  of  South- 
ampton. 

The  petition  alleges: 

That  the  present  and  proposed  schedules  of  rates  are  as  follows : 

Annual  rates  charged  quarterly :  Present  Proposed 

Rate  Rat« 

Dwelling  house — hydrant  in  yarcJ  or  kitchen $5.00  $6.00 

Bath  tub,  with  other 2.00  2.40 

Second  spigot 2.00  2.40 

Water  closet,  with  other 2.00  2.40 

Wash  stand,  with  other 1.00  1.20 

Wash  pave,  with  other   , 2.00  2.40 

Wash  pave,   alone    5.00  0.00 

Hotel  bar 8.00  9.60 

Hotel  wash  basin 5.00  6.00 

Hotel  wash  basin,  with  other 2.00  2.40 

Screw  nozzle  on  house  tap 2.00  2.40 

Hydrant  in  double  house  when  owned  by  one  person 8.00  9.60 

Bam  tap,  two  head  of  stock,  with  other 3.00  3.60 

Each  additional  head  1.00  1.20 
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That  the  reason  for  the  proposed  increase  is  the  need  of  additional  revenue 
to  me?t  (a)  the  increased  costs  of  labor  and  materials  required'- for  the  opera- 
tion of  its  water  supply  system  and  necessary  for  the  maintenance  of  its  works 
and  structures;  (b)  increased  taxes;  (c)  stationary  revenues;  and  (d) 
reasonable  dividends  to  its  stockholders ;  and  to  appropriate  and  provide  a  fund 
for  depreciation  and)  the  replacement  of  such  of  its  property  as  is  necessary 
from  time  to  time. 

The  petition  proposes  that  the  scliediile  of  rates  shall  be  effective 
January  1st,  1922,  but  the  rates  were  suspended  up  to  April  1,  1921. 

Proof  was  furnished  that  notice  was  given  of  the  increase  in  rates 
proposed  and  of  the  time  and  place  of  the  hearing. 

Upon  learning  that  no  increase  was  contemplated  in  the  rate?  for 
fire  service,  counsel  for  the  Township  of  Southampton  withdrew  all 
objection  to  the  increases  asked  for. 

The  applicant  submitted  testimony  showing  that  the  original  cost 
of  its  plant  and  equipment  was  $15,000  and  that  the  estimated  cost 
to  construct  such  a  plant  at  the  present  cost  of  materials  and  labor 
would  be  $41,000  and  that  the  estimated  value  after  deducting  de- 
preciation w^as  $21,000.  The  applicant's  estimate  (P-2)  of  the  cost 
of  service  for  the  ensuing  year  was  as  follows: 

Dividend  7  per  cent,  upon  original  cost  $15,000 $1,050 

Salaries:   Engineer,  $250;    Secretary-Treasurer,  $50 300 

(Amounts  much  below  the  value  of  such  ser\ice.) 

Gasoline  and  coal   (at  lower  prices  than  now  prevail)..  350 

Repairs  (likely  to  be  much  greater) 100 

Tax     250 

Expenses  (Rent,  Insurance,  Telegram  and  Supplies)....  125 

Sinking  Fund  1^  per  cent 225 

$2,400 

According  to  Exhibit  P-3  the  revenue  produced  by  the  existing 
schedule  of  rates  and  the  increases  effected  by  the  proposed  schedule 
are  shown  in  Table  I. 
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TABLE  I. 

RE\-EXIIK    PBOVIDED    BY    EXISni^G    SCHEDULE    OF    RATES     (P-3)     AND    IXCREASES 

PROPOSED. 

Present 
Schedule 

121  Hydrants  in  yard  or  kitchen $5.00 

42  Bath  tubs 2.00 

40  Second  spigots 2.00 

33  Closets  with  other  fixtures 2.00 

28  Wash  stands  with  other  fixtures.  .         1.00 

30  Pave  washes 2.00 

8  Hydirants  with  double  houses....  8.00 
5  Barn  taps,  two  head  of  stock ....  3.00 
8  Additional  heads 1.00 

Subtotal    

23  Fire   Hydrants    15.00 

Pennsylvania   Railroad   contract.. 
Morris  Canning  Company  contract, 


Increases  from 

Annual 

Proposed 

llevenue 

Schedule 

$005 

$121.00 

84 

16.80 

92 

18.40 

00 

13.20 

28 

5.60 

72 

14.40 

64 

12.80 

15 

3.00 

8 

1.60 

$1,034 

345 

(JO 

150 

Total    $1,580  $20(5.80 

It  will  be  noted  from  Table  I  that  the  annual  revenue  produced 
by  the  present  rates  is  $1,589  and  that  the  revenue  from  rates  which 
it  is  proposed  to  increase  20  per  cent,  aggregates  $1,034.  Twenty 
per  cent,  of  this  latter  figure  is  $206.80,  which,  added  to  $l,.SSn, 
indicates  that  the  revenue  under  the  proposed  schedule  would  lie 
$1,795.80.  The  company  has  revenue  from  investments  of  its  de- 
preciation fund  which,  in  1919,  aggregated  approximately  $50. 

According  to  Exhibit  P-3,  the  actual  operating  expenses  and  taxes 
for  the  year  1920  amounted  to  $1,607.47.  It  is  evident,  therefore, 
that  the  revenue  to  be  produced  from  the  proposed  rates  will  not 
exceed  the  operating  expenses  and  taxes  for  the  year  1920,  by  more 
than  $240. 

From  the  testimony  and  exhibits  submitted  the  Board  does  not 
believe  that  the  net  revenue  of  the  company,  after  paying  its  operating 
expenses  and  taxes,  will  provide  a  return  of  even  six  per  cent,  on  the 
original  cost  of  the  property  shown  hereinabove. 
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CONCLUSIONS. 

The  Board  therefore  finds  and  determines  that  the  petition  for  in- 
creased rates  as  shown  in  the  body  of  this  report  should  ]ye  and  is 
hereb)'  granted,  effective  from  July  1st,  1921. 

Dated  May  26th,  1921. 


No.  898. 

Borough  of  Fair  Haven 
vs. 


TiNTERN  Manor  Water  Company  — In  re  Extension  of  Mains. 

T'pon  a  petition  for  an  extension  of  mains  by  a  water  company  it  is  held : 
1.  That  extensions  numbered  A,  B  and  C  constitute  reasonable  extensions  of 
the  company's  existing  facilities  providing  the  following  conditions  are  com- 
plied with: 

(a)  With  respect  to  the  extension  of  main  described  under  caption  A,  con- 
sisting of  3,950  feet  of  main  with  eight  hydrants,  and  serving  30  houses,  the 
company  is  to  receive  an  assurance  of  a  total  revenue  of  $1,154  per  annum. 

(b)  With  respect  to  the  extension  of  main  de»crit>ed  under  caption  B,  con- 
sisting of  700  feet  of  noain  with  one  hydrant,  and  serving  eight  houses,  the 
company  is  to  receive  an  assurance  of  a  total  revenue  of  $214  per  annum. 

(c)  With  respect  to  the  exten^«don  of  main  described  undier  caption  C.  con- 
sisting of  550  feet  of  main  Avith  one  hydrant,  and  serving  four  houses,  the 
company  is  to  receive  an  assurance  of  a  total  revenue  of  $154  per  annum. 

(d)  That  the  assurance  of  revenue  recited  under  (a),  (b)  and  (c)  are  to 
be  in  such  form  that  the  company  could,  if  necessary,  use 'them  as  a  basis  to 
negotiate  a  loan  to  enable  it  to  finance  either  or  all  of  said  extensions. 

(e)  That  with  respect  to  each  future  customer  along  each  of  said  extensions, 
the  excess  of  annual  revenue  over  $7.10  shall  be  credited  to  the  guarantee  on 
said  extension. 

(f)  When  the  total  aggregate  revenue  from  the  customers  on  any  of  exten- 
sions A,  B  and  C  at  the  legal  schedule  of  rates  (after  dteductions  indicated  in 
(e)  shall  have  been  made)  shall  equal  the  assurance  hei-ein  pro^^ded  for,  the 
assurance  shall  cease  and  determine. 
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2.  That  on  proof  that  all  the  conditions  as  outlined  in  (1)  with  respect  to 
any  or  all  of  the  extensions  have  been  complied  with,  the  Board  will,  on  appli- 
cation by  the  complainant  within  sixty  daj's  from  date  hereof,  order  the 
extension  or  extensions  so  guaranteed  to  be  made  forthwith. 

Theodore  D.  Parsons,  for  Borough  of  Fair  Haven. 

Edmund  Wilson,  for  Tintern  Manor  Water  Company. 

On  May  18tli  the  Clerk  of  the  Borough  of  Fair  Haven  made  the 
following  representation  to  the  Board : 

"This  Borough  is  supplied  with  water  by  the  Tintern  Manor 
Water  Co.  and  for  some  time  past  the  Council  has  been  en- 
deavoring to  have  the  Company  extend  their  mains  in  the 
Borough  for  additional  service  and  fire  protection  to  the  people. 
"Our  committee  has  met  with  the  Company  several  times 
and  made  their  wants  known  and  the  Borough  has  even  ap- 
propriated $1,500  to  have  the  water  system  extended,  but  the 
Company  does  not  seem  willing  to  take  any  direct  action  in  the 
matter. 

"The   Mayor  and   Council  have  instructed  me  to  lay   the 
•facts  before  you  and  a?k  you  if  you  cannot  be  of  some  assistance 
to  the  Borough." 
This  complaint  was  referred  to  the  Board's  inspector  for  investi- 
gation, the  result  of  which  may  be  stated  in  the  following  extract 
from  the  report  submitted  in  the  matter: 

"This  complaint  asks  the  Board  to  investigate  the  matter 
of  extending  the  pipes  of  the  water  company  as  follows: 

On  From          To                Hydrants  Valves        Distance 

rChurch  Front  Third    2  1,100  ft. 

A  J  Third  Church  Leonard    ....     5  2,500  ft. 

(Leonard  Third  Poplar    1  350  ft. 

8  4  3,950  ft. 

B    Lexington    Front       Second     1  1  700  ft. 

C    Ivocust  Front       Fisk     1  1  550  ft. 

10  5,200  ft. 
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*Mi]ach  of  these  extensions  will  be  treated  separately. 

"Investigation  sho\vB  that  the  pressure  maintained  on  the 
system  of  the  Tintem  Manor  Water  Company  in  the  localities 
in  question  necessitates  the  use  of  Class  *B'  pipe,  which  for 
efficient  fire  service  should  be  at  least  6  inches  in  diameter. 
The  lowest  bid  obtained  by  the  company  for  furnishing  and 
installing  (J-inch  Class  ^B'  pipe  is  $2.60  per  lineal  foot; 
6-inch  valves  with  box,  $40  each;  6-inch  hydrants,  $73  each. 
The  unit  cost  for  the  hydrants  does  not  include  the  branch, 
since  the  same  would  be  treated  as  6-inch  pipe  and  therefore 
charged  at  $2.60  per 'foot.  The  bidder  specified  that  these 
prices  would  hold  good  to  September  11th,  1920.  This  work 
could  be  done  somewhat  cheaper  by  the  company's  own  force, 
but  it  was  explained  by  Mr.  LaMonte,  the  company's  manager, 
that  it  is  practically  impossible  for  him  to  spare  any  of  the 
permanent  force  for  work  and  it  is  likewise  difficult  to  obtain 
temporary  help  of  the  character  required. 

"On  the  basis  of  these  prices,  the  cost  of  the  extensions 
would  be  as  given  in  the  table  below. 

Yearly 

Cost  Yearly  Rev.  Required            Guarantee 

/ * ,   , * ,   , * , 

Hyds.  For                                            Munic.  Domes. 

Exten-                    Valves  Exten-          For                             For       Per 

sion          Mains       etc.        Total  sion         Service          Total       Hydls.    House 

A    $10,270    $960    $11,230  $898.40    $255.60tei    $1,154.00    $200    $26.50 

B 1,820      140        1,960  156.80        56.80b         213.60        25      23.58 

C    1,430       140         1,570  125.60         28.40c          154.00         25       32.25 

a — 36  houses,     b — 8  houses,     c — 4  houses. 

"Following  the  Board's  decisions  in  similar  cases  (notably 
the  case  of  Bound  Brook  Oil-less  Bearing  Company  v, 
Watchung  Water  Company)  the  company  should  receive  an 
annual  guarantee  of  6  per  cent,  interest,  1  per  cent,  deprecia- 
tion and  1  per  cent,  taxes,  in  addition  to  $7.10  for  the  cost 
of  furnishing  service  to  each  house  requiring  water,  in  order 
to  warrant  the  construction  of  the  extension.  The  guarantee 
is  also  included  in  the  table  above.     *     ♦     * 
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"It  should  be  noted,  however,  that  on  extension  B  there  are 
two  houses  which  are  at  present  being  served  through  private 
service  lines  and  on  extension  C  there  are  three  houses  simi- 
larly served.  It  mayi  not  be  possible  or  desirable  to  have 
houses  already  served  share  in  the  guarantee  on  the  same  basis 
as  the  ones  without  water.  In  any  case,  the  revenues  received 
from  the  houses  now  connected  should  be  credited  to  the  guaran- 
tee required  from  the  extension  in  the  same  way  that  the 
revenue  from  the  hydrants  has  been  subtracted  in  the  above 
computations. 

"The  service  to  the  houses  has  been  considered  as  being 
charged  at  flat  rates.  However,  should  any  meters  be  required, 
the  guarantee  under  metered  service  would  be  increased  by 
approximately  $2.00  per  year  for  each  house  metered. 

"It  is  recommended  that  the  Tintem  Manor  Water  Company 
extend  its  mains  as  requested  by  the  Borough  of  Fair  Haven 
provided  it  receive  in  proper  form  and  for  a  period  of  at 
least  five  years  revenue  assurances  in  the  amount  specified  in 
the  body  of  this  report." 
A  copy  of  this  report  was  sent  to  the  respondent  with  a  request 
that  the  company  advise  tlie  Board  as  to  its  position  with  respect 
to  the  recommendation  contained  in  the  repoit.     The  company  re- 
sponded as  follows  (in  part) : 

"It  appears  that  the  proposed  new  work  involves  an  extension 
of  the  company's  pipes  for  a  distance  of  5,200  feet,  with  the 
installation  of  ten  hydrants  and  six  new  valves.  The  esti- 
mated cost  of  this  new  work,  according  to  the  report,  aggregates 
the  siun  of  $14,760.  Thu^,  however,  does  not  include  the  cost 
of  service  pipe  from  the  main  to  the  curb,  iv^Jiich  the  com- 
pany mvst  supply  at  its  oiim  expense.  The  report  concedes 
that  if  this  new  work  is  done  the  company  should  receive  from 
that  source  at  least  an  annual  revenue  of  $1,521.60.  Tlie 
financial  condition  of  the  company  at  this'  time  does  not 
reasonably  warrant  this  outlay.  Indeed,  the  resources  of  the 
company  make  it  impossible  to  finance  the  work.  *  ♦  * 
The  financial  ability  of  the  company  to  deal  with  tliis  and 
kindred  problems  would  be  greatly  strengthened  should  its 
present  rate  be  increased.     Application  for  such  an  increase 
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must  of  necessity   be   presently  made,   and   will   we   believe, 

having  due  regard  to  the  present  cost  of  operation,  maintenan(  e 

and  fixed  charges,  be  favorably  acted  upon.     We  think  it  is 

clear  that  until  this  relief  is  granted  and  the  present  financial 

ability  of  the  company  augmented,  no  order  requiring  the  Fair 

Haven  extension  can  be  reasonably  made  by  the  Board." 

The  answer  further  asked  that,  in  case  an  order  should  issue,  the 

guarantee  as  to  future  revenue  be  made  by  consumers  in  a  tangible 

and  definite  form  and  one  in  which,  in  the  event  of  default,  payment 

can  be  enforced  by  the  company,  and  further,  that  the  period  to  l)e 

covered  by  the  proposed  guaranty  should  not  be  limited  to  five  years 

but  should  extend  until  such  time  a^  the  revenue  at  the  legal  rates 

of  the  company  should  aggregate  $1,521.60  annually. 

In  opening  the  case  for  his  client,  counsel  for  the  res|>ondent  made 
the  following  statement: 

"T  represent  the  Tintem  Manor  Water  Company.     80  that 
I  may  say  to  Your  Honors,  in  order  that  you  may  perhaps 
save  time  in  this  investigation,  that  we  are  not  complaming 
at  all  as  to  the  details  of  the  report,  so  far  as  they  relate  to 
the  streets  upon  which  the  extension  should  l)e  made,  nor  are 
we  criticising  the  report  as  to  the  cost  as  ascertained  by  the 
Board's  inspector.     Our  answer  is  that  we  are  not  financially 
able  at  this  time,  and  for  reasons  which  we  projmse  to  disclose, 
to  carry  out  the  recommendation  of  this  order.     That  is  the 
sole  issue  now,  then,  before  the  Board .^' 
The  burden  of  the  testimony  offered  by  the  complainants  was  to 
the  effei't  that  some  forty-eight  families,  a  school  house  and  a  church 
were  without  adequate  service  of  water  and  that  there  was  no  fire 
))rotection  along  the  line  of  the  proposed  extensions  A,  B  and  (\  in 
consequence  of  which  insurance  rates  had  been  very  materially  in- 
creased in  the  recent  past. 

On  its  part  witnesses  for  the  company  sought  to  emphasize  the  fact 
that  it  was  financially  unable  to  make  the  extension  although  they 
conceded  that  the  service  should  and  would  be  afforded  to  the  com- 
plainants if  the  company  were  financially  able  to  extend  its  mains  to 
serve  the  complainants,  or  if  rates  were  raised  to  provide  a  more 
adequate  revenue. 
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Jn  the  answer  of  the  company  the  statement  is  made  that  the  esti- 
mated cost  does  not  include  the  service  pipe  from  the  main  to  the 
curb  which  the  company  must  supply  at  its  own  expense.  This  is  not 
an  entirely  accurate  statement  as  will  be  seen  by  an  examination  of 
the  table  -set  forth  in  the  inspector's  report  showing  the  annual 
revenue  requisite  to  guarantee  the  company  an  amount  sufficient  to 
cover  its  proper  costs  on  the  extension.  It  will  be  noted  that  the 
yearly  revenue  required  for  the  extension  proper  aggregates  $1,180.80 
and  the  total  revenue  aggregates  $1,521.60.  The  difference  between 
these  two  amounts  is  $340.80  and  the  service  is  to  be  rendered  to 
forty-eight  houses.  This  amounts  to  $7.10  for  each  house  to  be  con- 
nected to  the  contemplated  extensions.  This  $7.10  covers,  among 
other  items,  the  cost  of  the  installation  of  the  service  pipes  from  the 
main  to  the  respective  houses  and  may  be  set  forth  more  fully  in  the 
following  statement  of  costs: 

One  service  pipe  and  connections $12.34 

Cost  of  existing  plant  facilities 30.00 

Total  investment  devoted  to  customer's  use $42.34 

The  annual  cost  per  customer  is  shown  below : 

6  per  cent,  interest  and  1  per  cent,  taxes  on  $42.34 $2.0(J 

4  per  cent,  depreciation  on  service  costing  $12.34. .  .- 0.40 

IV2  per  cent,  depreciation  on  plant  capacity  $30.00 0.45 

Cost  of  accounting,  inspections,  billing  and  collection 1.50 

C()«t  of  furnishing  40,000  gallons 1.70 

Total  individual  customer  cost  per  annum,  each $7.10 

From  this  statement  the  company  will  observe  that  the  cost  of  the 
service  pipe  (without  meter)  and  the  connections  is  taken  at  $12.34 
and  the  annual  revenue  at  $7.10  from  each  customer,  this  bearing 
the  estimated  cost  to  the  company  per  annum  for  the  service  pipe  and 
its  connections. 

It  is  conceded  that  water  service  is  urgently  needed  by  the  com- 
plainants; that  the  Tintem  Manor  Water  Company  should  render 
this  service  and  would  render  this  service  if,  as  it  claims,  it  were 
financially  able  to  make  the  extension  or  if  the  rates  permitted  it  to 
earn  a  sufficient  revenue;  so  that  the  only  question  remaining  is 
whether  or  not  the  Board  is  satisfied  that  the  extension  should  be 
made  under  the  statutory  provisions  or  not.     The  company's  wit- 
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nesses  confess  that  it  has  made  no  application  to  the  Board  for  relief 
from  the  rates  alleged  to  be  inadequate.  The  question  of  the  ade- 
quacy of  the  rates  is  not  in  any  way  involved,  therefore,  and  cannot  be 
considered.  It  is  solely  a  question  as  to  whether  service  shall  be  ex- 
tended to  persons  needing  it  providing  they  are  willing  to  pay  for  it. 
As  the  company  will  be  required  to  invest  the  amounts  necessary 
to  make  these  three  extensions,  it  is  reasonable  to  require  the  guaran- 
tee to  continue  until,  on  each  extension,  the  revenue  at  the  legal 
rates  of  the  company  shall  equal  the  amount  herein  indicated  to  be 
guaranteed.  In  computing  revenue  from  each  additional  customer, 
the  sum  of  seven  dollars  and  ten  cents  ($7.10)  shall  first  be  deducted 
from  the  total  amount  of  his  annual  revenue  and  the  remainder 
credited  against  the  guarantee. 

conclusions. 

The  Board  therefore  finds  and  determines: 

1.  That  the  extensions  numbered  A,  B  and  C  in  the  body  of  this 
report  constitute  reasonable  extensions  of  the  company's  existing  facili- 
ties providing  the  following  conditions  are  complied  with  witliin  sixty 
days  from  date  hereof. 

(a)  With  respect  to  the  extension  of  main  described  under  caption 
A,  consisting  of  3,9r)0  feet  of  main  with  eight  hydrants,  and  serving 
36  houses,  the  company  is  to  receive  an  assurance  of  a  total  revenue 
of  $1,154  per  annum. 

(b)  With  respect  to  the  extension  of  main  described  under  cap- 
tion B.  consisting  of  700  feet  of  main  with  one  hydrant,  and  serving 
eight  houses,  the  company  is  to  receive  an  assurance  of  a  total  revenue 
of  $214  per  annum. 

(c)  With  respect  to  the  extension  of  main  descril)ed  under  cap- 
tion C,  consisting  of  550  feet  of  main  with  one  hydrant,  and  sendng 
four  houses,  the  company  is  to  receive  an  assurance  of  a  total  revenue 
of  $154  per  annum. 

(d)  That  the  assurances  of  revenue  recited  under  (a),  (b)  and  (c) 
are  to  be  in  such  form  that  the  company  could,  if  necessary,  use  them 
as  a  basis  to  negotiate  a  loan  to  enable  it  to  finance  either  or  all  of  said 
extensions. 
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(e)  That  with  respect  to  each  future  customer  along  each  of  said 
extensions,  the  excess  of  annual  revenues  over  $7.10  shall  be  credited 
to  the  guarantee  on  said  extension. 

(f)  When  the  total  aggregate  revenue  from  the  customers  on  any 
of  extensions  A,  B  and  C  at  the  legal  schedule  of  rates  (after  de- 
ductions indicated  in  (e)  shall  have  been  made)  shall  equql  the 
assurance  herein  provided  for,  the  assurance  shall  cease  and  determine. 

2.  ITiat  on  proof  that  all  the  conditions  as  outlined  in  (1)  with 
respect  to  any  or  all  of  the  extensions  have  been  complied  with,  the 
Board  will,  on  application  by  the  complainant  witliin  sixty  days  from 
date  hereof,  order  the  extension  or  extensions  so  guaranteed  to  ])e 
made  forthwith. 
.    Dated  May  ^Oth,  1921. 


No.  899. 

In  the  Matter  of  the  Applicatiox  of  the  Bridgeton  axd  ;Mill- 

VILLE    TraCTIOX    CoMPAXY    FOR    FURTHER    TXCREASE    IX    RaTES. 

1.  The  Board  rej2?ards  it  as  useless  to  consider  any  particular  rate  of  rt'turu 
on  the  value  of  the  petitioner's  property  as  it  does  not  appe«r  possible  to  fix 
any  sohedaile  of  charges  which  would!  enable  it  to  obtain  net  income  sufficient  to 
pay  a  reasonable  return  on  suich  value. 

2.  The  Board  will  allow  such  rates  as  in  its  judgment  the  value  of  the 
service  justifies  and  which  are  not  higher  than  the  traffic  can  reasonably  bear. 

3.  An  increase  in  fare  from  six  cents  to  ten  cents  is  disapproved,  the  Board 
holding  that  this  would  defeat  its  own  purpose  and  the  net  income  of  the  prop. 
ei*ty  would  not  be  increased  in  tlie  way  neccssarj*  to  pres?rve  the  service  for 
the  benefit  of  the  riding  public. 

4.  Inci'eases  in  part  of  the  syf«tem  from  six  cents  to  s?ven  cents  and  in 
another  from  six  cents  to  eight  cents  are  allowed.  Fares  of  school  childH'cn  are 
fixed  at  one  and  one-half  cents  per  mile  and  freight  rates  are  adjusted. 

r.  L.  S.  Tinffleij,  for  the  Petitioner. 

.1.  Stangcr  and  //.  Fifhian,  for  Bridgeton  Chamber  of  romnierce. 

r.  IF.  Hand,  for  Township  Committee  of  Commercial  Township. 
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Oil  December  22(1.  1920,  the  Bridgeton  and  Millville  Traction  Com- 
])any  filed  tariffs  propojiing  increaises  in  rates  charged  for  both  pai»- 
senger  and  freight  traflfic.     The  increases  proposed  are  as  follows: 

City  lines :     A   fare  of  ten  cents  from  anj'  imint  in  the  City  of 

Bridgeton    to    any    other    po'nt    in    the   city ;     free 

transfers  being  issued  when  necessary  to  accomplish 

this   end. 
Interurban  :    A  fare  of  ten   cents  per  zone  where  six  cents  was 

charged. 
School  tickets  to  be  sold  at  the  rate  of  1.75  cents  per  mile,  good 

for  the  purchaser  thereof  only  within  30  days  from 

date  of  purchase. 
Freight  Rates  as  follows  : : 

Package  weighing  50  lbs.  or  le«s.  25  cents. 

Package  weighing  from  50  to  100  lbs.,  50  cents. 

For  each  additional  100  lbs.  or  fraction  thereof,  up 
to  1,500  lbs.,   10  cents  per  100  lbs. 

Freight  in  excess  of  1,500  lbs..  $2.00  \>er  ton. 

The  Bridgeton  and  Millville  Traction  Ccnnpanv  has  i)een  before  the 
Board  on  two  previous  occasions  in  connection  with  rate  readjust- 
ments. In  the  case  dwidcd  by  this  Board  Xoveniber  19th  1917,  the 
company  was  allowed  to  discontinue  the  sale  of  six  tickets  for  25 
cents,  no  other  changes  being  }>erniitted  at  that  time  in  the  schedules. 

The  company  was  again  l)efore  the  Board  in  a  case  decide<l  April 
24th,  1919,  at  which  time  the  company  proposed  to  increase  its  rate 
from  ^\e  cents  to  seven  cents  per  fare  zone.  The  company  proj)osed 
also  an  increase  in  school  tickets  but  no  increase  was  allowed  in  the 
charge  for  school  tickets.  An  increase  was  also  allowed  in  the  freight 
rates. 

From  the  testimony  submitted  in  the  ])rest>nt  case  it  appears  that 
the  operating  ex])enses  of  the  company  have  continued  to  increase 
and  the  revenues  on  ])ortions  of  its  lines  have  decreased,  notably  on  the 
line  running  to  the  park  and  on  the  line  connecting  with  Bivalve. 


I.    VALUATION. 

In  the  ])etitioii  submitted  in  the  ])resent  case  reference  is  made  to 
a  valuation  submitted  in  the  form  of  testimony  to  the  Board   in  a 
previous  case.     With  reference  to  this,  an  examination  of  the  testi- 
7 
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iiiony  submitted  in  the  former  case  shows  that  definite  conclusions 
were  not  reached  with  regard  to  valuation  of  the  property.  While  the 
Board;,  therefore,  hm  given  consideration  to  such  valuation  in  this 
proceeding,  it  does  not  accept  it  as  conclusively  proved. 

In  the  present  case,  witness  for  the  company  testified  that  at  fore- 
closure sale  in  1897  the  then  existing  })roperty  had  cost  $200,000  and 
that  since  that  time  about  $550,000  had  actually  been  spent  in  the 
construction  of  additions  to  the  system  and  for  purchase  of  equip- 
ment. The  railway  company  also  loaned  $250,000  to  the  Bridgeton 
Electric  Company,  this  being  used  in  the  construction  of  a  new 
power  station  from  which  the  railway  company  o]>tains  it  power.  The 
railway  company,  however,  holds  electric  company's  bonds  to  the  ex- 
tent of  $250,000  on  which  it  receives  the  interest  at  five  per  cent., 
amounting  to  $12,500  per  year.  It  therefore  appears  quite  clear  that 
the  street  railway  property  has  actually  cost  the  present  owners  about 
$750,000  not  including  the  railway  company's  interest  in  the  power 
station  property. 

IT.   KARNIXGS   AND  EXPENSES. 

At  the  hearing  tc^stimony  was  submitted  in  the  form  of  exhibits 
giving  the  detailed  operating  expenses  for  the  year  1915  to  1920  and 
an  estimate  for  the  year  1921.  A  general  comparative  statement  of 
operations  from  1916  to  1920  was  presented  and  marked  Exhibit  P-3 
which  is  reproduced  and  forms  part  of  this  report.  A  comparative 
study  has  been  made  of  the  detailed  operating  expenses,  which  sliows 
a  gradual  increase  more  marke<l  particularly  in  the  lai^t  two  years. 
Coupled  with  the  increase  in  expenses  is  an  increase  in  operating 
revenues,  which,  however,  have  not  kept  pace  with  the  increased  ex- 
penses. Examination  of  Exhibit  P-3,  attached  hereto,  shows  that  the 
operating  income  available  as  a  return  on  investment  was  approxi- 
mately as  follows:  $19,000  in  1916,  $23,000  in  1917,  and  in  1918 
it  had  dropped  to  $3,253 ;  in  1919,  due  to  an  increase  in  the  rates,  the 
operating  income  had  risen  to  $6,652;  but  in  1920  the  operating  in- 
come account  shows  an  absolute  deficit  of  $92.00.  The  corporate 
deficit  for  1918  was  $8,492;  in  1919,  $5,060:  and  in  1920,  $20,677. 
The  interest  included  l>efore  arriving  at  the  corporatr  deficit  amounts 


Digitized  byCjOOQlC 


Bepoets  of  Board  of  Public  Utility  Commissionebs.       99 

Bridgeton  and  Millville  Traction  Co. — Increase  in  Rates. 

to  but  five  per  cent,  on  $500,000  and  the  interest  on  unfunded  debt  is 
practically  negligible. 

It  is  only  because  of  its  interest  in  the  electric  lighting  conipanv 
tliat  it  was  able  to  meet  its  operating  expenses  and  taxes  during  the 
year  1920. 

Analysis  of  the  testimony  indicates  that  the  operations  of  the  com- 
pany have  been  conducted  with  at  least  a  fair  degree  of  efficiency. 
Advantage  has  been  taken  from  time  to  time  by  readjusting  schedules 
and  routes  to  obtain  needeil  business.  With  the  decline  in  the  use 
of  street  railway  parks  the  operation  of  the  line  to  the  park  owned 
by  the  company  was  discontinued  beyond  the  built  up  portion  of  the 
city.  The  park  property  has  been  disposed  of  and  the  company  has 
been  recently  allowed  by  this  Board  to  definitely  abandon  operation 
over  the  section  of  track  leading  to  the  park  and  which  was  operated 
only  during  the  season  when  the  park  was  in  use. 

Another  section  of  the  line  in  Bridgeton  running  out  Irving  Avenue 
to  the  Central  Railroad  Station  has  deteriorated  and  as  the  city 
desired  to  pave  a  portion  of  the  route  the  company  proposed  to 
abandon  operations  on  Church  Street  and  Irving  Avenue  and  remove 
the  tracks,  but  after  objection  on  the  part  of  the  municipality  the 
company  has  agreed  to  operate  the  line  to  the  b€«t  of  its  ability. 

The  Bridgcton-Port  Xorris  line,  furnishing  the  only  direct  pas- 
senger service  between  Bridgeton  and  the  oyster  wharves  at  Bivalve, 
has  never,  at  least  on  its  lower  end  between  Xewport  and  Bivalve, 
been  a  paying  proposition.  The  company  has  petitioned  for  approval 
of  the  abandonment  of  the  line  south  of  Xewport  which  was  distinctly 
unprofitable.  There  was,  however,  opposition  to  the  abandonment  by 
a  representative  of  the  Bridgeton  Chamber  of  Commerce  as  the  Central 
Railroad  which  connects  with  Port  Xorris  and  Bivalve  does  not 
operate  passenger  trains  over  the  line.  Partly  due  to  changes  in  the 
oyster  industry-  and  partly  to  the  growth  in  the  use  of  private  auto- 
mobiles, the  traffic  has  fallen  off  and  this,  coupled  with  the  increased 
cost  of  operation,  has  proven  to  be  a  burden  on  the  balance  of  the 
system.  Testimony  submitted  in  behalf  of  those  who  make  use  of 
this  line  was  to  the  effect  that  the  service  rendered  on  the  line  was 
needed  and  that  they  were  willing  to  pay  any  reasonable  price  in 
order  to  have  it  preserved.  The  Board  has  already  in  a  separate  pro- 
ceeding denied  its  approval  to  the  abandonment  of  the  line  but  must 
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take  into  account  the  necesi^ity  of  tlie  collection  of  sufficient  revenue 
to  warrant  the  continued  operation. 

Testimony  was  also  submitted  as  to  the  administrative  expenses  of 
the  company  and  it  has  l)een  found  that  the  salary  list  is  quite  small 
and  no  criticism  can  l)e  made  of  such  charges. 


TIL    RATES   AXD   SCHEDULES. 

This  company  obtains  revenue  from  the  carrying  of  adult  passen- 
gers, school  children  at  reduced  rates,  and  on  the  line  from  Bridget  on 
to  Port  Xorris  a  small  amount  of  freight  business.  The  bulk  of  the 
revenue,  however,  is  obtained  from  adult  ])assengers  on  its  various 
lines  who  now  pay  a  fare  of  six  sents  for  each  fare  zone  traversed. 
The  company  has  |)roposed  to  charge  a  rate  of  ten  cents  per  zone  but 
has  stipulated  that  it  would  abide  by  any  order  of  the  Board  fixing 
any  other  reasonable  rate  and  would,  at  least,  try  out  whatever  rate 
the  Board  sees  fit  to  prescribe. 

Mr.  Stanger,  i-epresenting  the  Chamber  of  Commerce  of  the  City 
of  Bridgeton,  stated  as  follows: 

"The  Chamber  of  Commerce  is  back  of  any  proposition  of 
the  Bridgeton  and  ^fillville  Traction  Company,  although  it 
might  appear  we  are  on  the  other  end,  but  the  officers  of  that 
institution  very  firmly  l)elieve  any  such  increase  as  is  asked 
for  by  the  Bridgeton  and  Millville  Traction  Company  mea^s 
practical  suicide  to  the  traction  company.  The  people  will  not 
pay  it  and  will  not  travel. 

'ToMMissioxER  Treacy:  On  the  other  hand,  suppose  it 
should  appear  that  this  com]>any  cannot  get  along  without 
having  some  increase  in  rates.  Do  I  understand  that  the 
Chamber  of  Commerce  of  Bridgeton  are  opposed  to  any  increase 
in  rate? 

"^Fr.  Staxger:  Xo;  they  will  not.  Any  reasonable  in- 
crease, but  we  believe  an  increase  from    *    ♦    ♦ 

"Commissioner  Treacy:  You  would  rather  that  the  com- 
pany get  a  reasonable  fare  than  that  this  line  be  abandoned 
or  go  into  the  hands  of  a  receiver  and  ultimately  l)e  sold  out. 
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"Mr.  Stanger:  Yes,  but  we  don't  believe  that  the  ten-eent 
increase  is  reasonable,  both  along  the  lines  of  income  for  the 
company  and  on  the  lines  of  the  people  paying  the  fare.  We 
Ijelieve  they  would  cease  riding  *  *  *  .'' 
After  full  consideration  of  the  testimony  in  this  matter  the  Board 
is  of  opinion  that  an  increase  such  as  is  proposed  would  not  be  con- 
ducive to  the  best  interests  of  the  company.  Many  of  the  present 
riders  would  consider  the  price  charged  in  excess  of  the  value  of  the 
service  and  would  therefore  not  make  use  of  it.  The  result  would 
be  that  such  an  attempted  increase  would  defeat  its  own  purpose  and 
the  net  income  of  the  property  would  not  be  increased  in  the  way 
necessaiT  to  preserve  the  service  for  the  l)enefit  of  the  riding  public. 
It  follows,  however,  from  an  analysis  of  the  operating  results  shown 
in  Exhibit  P-3  that  at  least  the  cost  of  the  service  must  l)e  met  by 
those  making  use  of  it  and  this  involves  some  increase  in  the  rates  to 
be  charged.  The  Board  regards  it  as  useless  to  consider  any  particular 
rate  of  return  on  the  value  of  the  property  as  it  does  not  appear  |k>s- 
sible  to  fix  any  schedule  of  charges  which  would  enable  the  company 
to  obtain  net  income  sufficient  to  pay  a  reasonable  return  on  such 
value.  The  Board,  however,  will  allow  such  rates  as  in  its  judgment 
the  \ialue  of  the  service  justifies  and  which  are  not  higher  than  the 
traffic  can  reasonably  bear. 

The  company  expressed  a  willingness  to  try  out  any  rate  which 
the  Board  believes  is  reasonable  and  an  increase  in  the  rate  charged 
for  adult  passengers  from  six  to  seven  cents  }>er  zone  over  the  system 
generally  and  a  charge  of  eight  cents  per  zone  on  that  portion  of  the 
Bridgeton-Port  Xorris  line  lying  from  Xewport  to  Bivalve  will  ap- 
parently bring  to  the  company  an  increase  in  its  gross  revenue  of 
approximately  $24,000. 

The  rates  for  carrying  freight  on  the  Bridgeton->Port  Xorris  Line 
may  be  adjusted  to  the  following: 

25  cents  on  the  first  100  lbs. 
10  cents  on  each  additional  100  lbs. 

Where  $1.(J0  per  ton  ie  now  charged,  the  rate  ^ay  be  made  $1.80 
per  ton. 
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lY.  coxcLusioy. 

The  Board  therefore  finds  and  determines : 

1.  That  approval  of  the  specific  rates  applied  for  is  withheld. 

2.  That  the  petitioner  is,  however,  entitled  to  an  increase  in  rates 
on  the  state  of  facts  set  forth  in  the  body  of  this  report. 

3.  That  it  may  file  the  following  schedule  of  rates: 

A  rate  of  seven  cents  per  zone  for  the  City  of  Bridgeton,  for  each 
zone  on  the  line  between  Bridgeton  and  Millville  and  for  each  zone 
on  the  Bridgeton-Port  Xorris  line  between  Bridgeton  and  Newport. 
The  rate  to  be  charged  over  that  portion  of  the  Bridgeton-Port  Noms 
line  south  of  Newport  (the  non-])aying  portion  of  the  line)  shall  be 
eight  cents  per  zone. 

The  fare  for  school  children  may  Ixj  increased  to  one  and  a  half 
cents  per  mile. 

The  freight  rate  may  be  readjusted  as  follows: 

25  centa  for  tbe  first  100  lbs.  or  fraction  thereof. 

10  cents  for  each  100  lbs.  additional. 

Where  $1.60  per  ton  is  now  charged,  $1.80  per  ton. 

4.  That  the  above  schedule  of  rates  may  be  effective  twenty  •day? 
after  the  filing  tliereof. 

Dated  Mav  31st,  1921. 
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Jersej-  Central  Traction  Co. — IU»moval  of  Tracks.  Keansburg. 


No.  900. 

In  the  ^Fatteu  of  the  Application  of  the  Jersey  Cextkad 
TiucTioN  Company  for  Approv.\l  of  Removal  of  Tracks  on 
Carr  Avicxce.  Keansblrg. 

ORDER. 

This  matter  having  heen  heard,  and  it  appearing  that  there  i;*  no 
demand  for  service  ii])or^the  Carr  Avenue  line  of  the  petitioner  except 
during  the  summer  montlis:  tliat  during  the  period  in  which  there 
has  heen  no  operation!  of  cars  over  the  tracks  the  same  have  heen 
covered  with  cinders  hy  the  municipality;  that  the  service  over  the 
line  is  desired  chiefly  hy  the  Keanslmrg  Steamhoat  Comi)any;  that 
the  ^aid  Keansburg  Steamboat  ('ompany  is  willing  to  pay  the  cost 
of  clearing  the  tracks,  and  it  appearing  to  the  Board  tliat  if  the 
tracks  are  cleared  it  would  he  reasonable  to  require  the  operation  of 
cars  over  the  same,  the  Board  iikreby  finds  and  determines  that 
the  operation  of  such  cars  by  the  Jersey  Central  Traction  Company 
on  its  Carr  Avenue  line  during  the  summer  months  is  necessary  in 
order  that  adequate  and  proper  service  may  be  provided,  and  the 
Board  hereby  order.s  and  directs  that  the  said  Jersey  Central  Com- 
pany resume  service  on  the  said  Carr  Avenue  line  upon  the  same  l)e- 
ing  cleared  of  cinders  placed  thereon,  it  l)eing  understood  that  the 
work  of  clearing  the  tracks  shall  l>e  done  by  the  Keansburg  Steamboat 
Company. 

lliis  order  shall  become  effective  June  28th.  lJ)'n. 

Dated  June  :th,  1921. 


No.  901. 

In  the  Matter  of  the  Application  of  the  Medford  Gas  Com- 
pany FOR  Further  Increase  in  Ratf^s. 

1.  A  total  fixed  capita  of  $30,715  Ir  fixed-  to  which  $1,500  is  added  as  work- 
ing capital  resulting  in  a  rate  base  of  $32,215.  On  this  a  return  of  six  i)j'r 
cent,  or  $1.08t']  is  allowed.  The  sum  of  $1,010  is  apportioned  to  metered  j:a>* 
service  and  $325  to  street  lighting. 
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Medford  Gas  Co. — luci^ease  in  Rates. 

2.  To  afford  the  required  revenue  a  rate  of  $1.70  in  addition  to  a  service 
charge  of  25  cents  per  month  for  individual  customers  and  a  charge  of  $30.00 
per  annum  for  street  lightinj^  are  allowed. 

G.  M.  Hillman,  for  the  Petitioner. 

The  petition,  filed  December  8th,  1920,  alleges: 

That,  under  the  present  schedule,  the  company  receives  $1.40  per 
thousand  cubic  feet  of  gas  furnished  individual  consumers  and  a  ser- 
vice charge  of  25  cents  per  month  for  ea^h  consumer. 

That  the  Township  of  Medford  has  fifty  street  lights  for  each  of 
which  it  pays  $35  annually  or  $1,750  per  annum  in  all. 

That  the  company  desires  to  increase  its  charge  to  the  individual 
consumers  from  $1.40  per  thousand  cubic  feet  to  $2.00  per  thousand 
cubic  feet  and  to  retain  the  present  service  charge  of  twenty-five  cents 
per  month  to  each  individual  consumer. 

That  the  reasons  for  the  proposed  increase  are  that  the  cost  of 
material  used  in  the  manufacture  of  gas  has  greatly  increased;  the 
cost  of  operating  its  plant  and  distribution  system  has  greatly  in- 
creased; the  cosjb  of  the  labor  employed  by  said  company  has  in- 
creased; the  employees  of  the  company  demand  an  increase  in  wages 
and  in  order  to  retain  said  employees,  it  will  be  necessary  for  the 
company  to  increase  their  wages,  or  if  said  employees  leave  the  service 
of  said  company,  it  will  be  impossible  to  replace  them,  save  by  pay- 
ing wages  largely  in  excess  of  the  amount  now  paid  by  the  company 
to  its  said  employees.  The  receipts  of  the  company  are  not  sufficient 
to  pay  itvS  operating  expenses  and  the  interest  upon  its  indebtedness, 
and  it  has  no  revenue  with  which  to  make  necessary  repairs  and  im- 
provements to  its  plant  and  to  properly  maintain  the  same  or  to  pay 
any  dividends  upon  its  capital. 

Proof  was  offered  that  notice  had  been  given  both  by  service  on  the 
Chairman  of  the  Township  Committee  of  ^fedford  Township  and  by 
publication.    At  the  hearing  no  one  appeared  in  opposition. 

The  rates  of  the  petitioner  were  under  review  by  the  Board,  as 
shown  in  its  report  dated  July  17th,  1919  (Board's  Reports,  Vol. 
VII,  p.  289). 
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Medfoi-d  Gas  Co. — Increase  in  Rates. 


I.   VALUE  OF  THE  PROPERTY  USED  AND  USEFUL  AS  ALLOCATED  TO 
CLASSES  OF  SERVICE. 

The  original  securities  issued  by  the  company  were  $25,000  princiX 
pal  amount  of  bonds  and  $25,000  of  stock,  the  stock,  as  stated  in  tlie 
prior  application,  having  very  little  value.  In  the  former  case  the 
Board's  engineer  submitted  an  estimate  of  the  cost  of  reproducing  the 
plant  and  property  of  the  petitioner,  which  will  be  set  forth  in  Table 
I  following,  and  an  allocation  will  be  made  between  the  property  de- 
voted to  the  service  of  metered  customers  and  to  the  8er\'ice  of  street 
lamps. 

TABLE  I. 

CAPITAL    USED    AND    USEFUL,    ALLOCATED    TO    CLASSES    OF    SERVICE. 

Board's  Metered             Street 

Ref.     Report.  Gas                 Light 

VoL  VII,  p.  270.  Total                Service             Service 

I^n<J $22.1 

Works  and  Station  Structures 2,(M?8 

Holders    tUS7 

Furnaces,  Boilers  and  Accessories 1.5S1 

Water  Gas  Sets  and  Accessories 3 J!)5 

Purification  Apparatus 1,405 

Accessory  Equipment  at  Works 020 

Subtotal   $1(».80«  $14,055  $2.^11 

Trunk  Lines  and  Mainw < 0.000  0.750  1.150 

Gas  Services  $2,723 

Gas  Meters   2.35S 

Gas  Meter  Installation  503 

$5,644  $5,644 

Municipal   Street   Lights    1,200  $1,200 

Gas  Tools  and  Implements 105  S5  20 

Total  Fixed  Capital    $30,715  $25,534  J^5.1S1 

Working  Capital    1,500  1,300  200 

;rotal  Value  for  Rates $32,215  $26.8.34  .$5,3S1 

6  per  cent,  on  values  above 1,033  1.610  323 
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Testimony  and  the  petitioner's  annual  reports  indicate  that  no 
additions  have  been  made  to  its  property  since  this  estimate  was  pre- 
pared and  in  view  of  the  fact  that  no  depreciation  appears  to  have 
been  earaed,  the  co^t  to  reproduce  will  be  taken  as  a  basis  for  rates. 
The  total  value,  aggregating  $32,215,  is  apportioned,  on  the  basis 
of  use,  $2(),834  to  metered  gas  consumers  and  $5,381  to  street  light 
service.  Taking  a  return  of  six  per  cent,  on  this  valuation  indicates 
a  total  of  $1,933  of  which  $1,610  is  apportioned  to  metered  gas 
customers  and  $323  to  street  light  service. 


IT.   OPHllATING   KXPEXSES   AND  TAXES. 

At  the  time  the  company  prepared  it^  j)etitiou,  the  costs  of  coal 
and  oil  were  sul)stantially  at  their  peak.  Since  the  hearing  of  the 
matter  the  company  has  submitted  a  statement  of  the  cost  of  coal 
and  oil  for  the  earlier  part  of  the  year  and  of  its  anticipated  costs  for 
the  remainder  of  the  year.  Before  making  an  estimate  of  the  oper- 
ating expenses  for  tbe  year,  it  will  be  necessary'  to  approxinuite  the 
amount  of  gas  to  be  sold  during  the  year.  The  companyV  annual  re- 
port for  1920  does  not  give  (on  page  22)  as  required,  the  number  of 
cubic  feet  of  gas  delivered  to  consumers  during  the  year,  but  on  j)age 
34  does  state  the  total  amount  delivered  to  the  mains  which  aggre- 
gates 6,295,200  cubic  feet.  Dividing  the  total  revenue  received  from 
domestic  customers  by  the  rate  indicates  that  during  1920  these 
customers  used  4,983  M.  cubic  feet  of  gas  which  was  a  gain  of  ap- 
proximately four  per  cent,  over  1919.  Assuming  a  further  gain  of 
four  per  cent,  in  1921  would  indicate  that  metered  customers  would 
use  5,182  M.  cubic  feet  of  gas  and  the  50  street  lights,  if  burning 
22  ^r.  cubic  feet  per  annum,  would  consume  1,100  M.  cubic  feet,  a 
total  for  revenue  gas  of  6,282  M.  cubic  feet.  On  tbe  ba^is  of  the 
1920  report,  this  would  indicate  that  the  company  should  deliver  to 
the  mains  6,500  M.  cubic  feet. 

On  the  basis  of  this  output  and  of  the  prices  submitted  in  the 
company's  statement  filed  April  14th,  1921,  this  indicates  the  follow- 
ing costs  for  coal  and  oil.  The  comparable  figures  for  the  same 
materials  in  1920  are  shown  in  parallel  columns. 
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1921  1920 

Boiler   Fuel    $1)00  $JW7 

Generator  Fuel    2.185  2^14 

Gas   Oil    1,000  2,J^0 

i 

The  costs  of  boiler  fuel  (bituminous  coal)  and  of  gas  oil  have  both 

materially  receded  during  the  first  quarter  of  the  ])n*f=ent  year  and 
pro  tanto  reduced  the  necessary  expenses  of  the  manufacture  of  gas. 
The  petitioner's  witness  stated  that  it  would  be  necessary  to  increase 
the  wages  of  his  gas  maker,  of  his  lamp  lighter,  and  that  he  would 
like  an  increase  himself,  although  he  owned  the  majority  of  the  stmk 
of  th^  corporation.  Notwithstanding  the  contem])lated  increase  in 
the  wages  of  the  lamp  lighter,  the  company's  witness  asked  that  no 
increase  be  added  to  the  $1,750  contract  price  for  street  lam|)s  for  the 
reason  that  the  area  of  the  lighting  district  extended  considerably 
beyond  the  portion  of  the  area  actually  served  by  street  lights.  In 
view  of  all  the  circumstances  the  Board  adds  $600  for  increases  in 
labor  in  its  com])utations  which  follow  but  none  for  street  lighting. 

Testimony  submitted  at  the  hearing  and  inspections  made  l)y  the 
Board's  engineer  indicate  that  the  plant  has  l)een  allowed  to  fall  into 
disrepair  to  such  an  extent  that,  if  not  remedied,  service  may  be  en- 
dangered. The  Board  adds  $600  to  be  used  annually  for  better  plant 
maintenance  and  will  expect  it  to  l>e  used  for  that  pur])ose. 

Except  for  the  items  just  enumerated,  the  other  operating  expenses 
for  the  ensuing  year  are  taken  to  equal  those  in  1020.  Taxes  based 
on  gross  revenue  are  adjusted  in  accordance  with  the  fact.  Table  II 
will  show  the  details  of  the  estimate  together  with  an  apportionment 
between  metered  gas  service  and  street  light  service  and  will  also 
show  the  total  cost  of  service  for  metered  customers  and  for  street 
light  customers. 
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TABLE  II. 

ESTIMATED  EXPENSES  FOR  ENSUING  YEAE  ON  BASIS  OF  FOUR  PER  CENT.  INCREASE 
IX   METERED  SALES  OVER  1920,  AND  OF  PRESENT  PRICES  FOR  FUEL  AND  OIL. 

Metered  Street 

Company  Gas  ^ight 

Ref.  Total  Service  Service 

Boiler  fuel  $900 

Anthracite  coal    2,185 

Gas  Oil    1,900 

Additional  Labor,  $600;    Plant  Rehabilita- 
tion, $600    1,200 

Other  Production  Expenses  as  in  1920 1,400 

Total  Production  Expenses $7,585  $6,370             $1,215 

Transmission    and    Distribution 100  00                    10 

Street  Lights    440  440 

General  and  Miscellaneous,  excluding  Amor- 
tization       215  200                    15 

Total,   excluding  Amortization    $8,340  $0,660  $1,680 

Amortization     500  415  85 

Total  Operating  Expenses .$8,840  $7,075  $l,7ti5 

Local  Taxes   175  150  25 

$9,015  $7,225  $1,790 

6  per  cent,  on  $32,215   1,933  1.610  323 

$10,948  $8,835  $2,113 

Add    Franchise    and    Gross    Receipts    Tax 

to  provide  for  5.44  per  cent,  total 631  .T09  122 

$11,579  $9,344  $2,2.35 

Deduct  revenue  produced  by  service  charges,  748  748 

$10,725  $8.59(J  $2,235 

Cost  i)er  M.  cubic  feet  (5.182  M.  en.  ft.  sold) 1.6(» 

Cost  per  Street  Light   (50  total ) 44.70 

It  is  apparent  from  Table  II  that  on  a  fairly  strict  analysis  metered 
customers  should  pay  $8,596  for  metered  gas  or  at  the  rate  of  $1.66 
per  ^r.  cubic  feet  plus  a  service  charge,  and  street  lights  should  pay 
$44.70  each.  As  the  present  service  charges  average  about  fifteen 
cents  a  thousand  and  the  current  rate  is  $1.40,  the  average  rate  for 
metered  gas  is  $1.55,  and  Table  TT  indicates  an  increase  of  26  cents. 
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The  present  rate  for  street  lamps  is  $35  per  year  per  lamp,  whereas 
the  indicated  cost  shown  in  Table  II  is  $44.70.  There  is  some  merit 
in  the  claims  of  the  company  with  respect  to  the  fact  that  the  street 
lamps  cover  only  a  minor  portion  of  the  lighting  area  upon  which  the 
cost  is  levied,  and  it  appears  fair  to  the  Board  to  not  disturb  the 
present  cost  for  street  lighting  service  and  to  permit  the  company  to 
charge  $1.70  per  thousand  in  addition  to  the  service  charge.  This 
will  permit  it  to  earn  the  six  per  cent,  as  calculated.  If  it  is  neces- 
sary to  increase  the  wages  of  the  lamp  lighter,  an  adjustment  should 
be  negotiated  with  the  authorities  based  upon  such  increase. 


III.    CONCLUSIOXS. 

The  Board  therefore  finds  and  determines : 

1.  That  the  rates  filed  are  unjust  and  unreasonable  and  disapproves 
the  same. 

2.  That  the  petitioner  is,  however,  entitled  to  an  increase  in  ratea 
upon  the  state  of  facts  set  forth  in  the  body  of  this  report. 

.  3.  That  it  may  file  the  following  schedule  of  rates : 
For  Domestic  Gas  Sales: 

For  gas  actually  consumed  at  the  rate  of  $1.70  per  thousand 
cubic  feet,  net  (in  addition  to  the  existing  service  cliarge). 
For  Municipal  Street  Lights  served  at  present: 

$35.00  per  annum  each,  payable  in  equal  monthly  instalments. 

4.  The  above  schedule  of  rates  may  be  effective  for  gas  sold  on  and 
after  July  1st,  1921. 

5.  The  filing  by  the  company  of  the  increases  herein  suggested  will 
be  taken  as  a  stipulation  that  abrogation  or  modification  of  the  said 
increases  in  rates  may  be  made  as  and  if  conditions  as  indicated  by 
0})erating  results  ])oth  as  to  revenue  and  the  character  of  service 
rendered  warrant. 

6.  Beginning  at  the  effective  date  of  the  rates  herein  indicated  as 
just  and  reasonable,  if  filed,  the  company  is  to  render  to  the  Board 
monthly  reports  showing  the  operating  revenues,  operating  deductions, 
excluding  amortization,  non-operating  income,  income  deductions  and 
balance  available  for  general  amortization,  dividends  and  surplus  and 
also  the  amount  appropriated  for  general  amortization,  together  with 
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a  comiwrison  with  the  figures  for  the  eorre^pondiDg  period  of  the 
}>re(e(ling  year.  This  statement  may  preferal)ly  follow  the  form 
shown  in  the  annual  report  for  gas  utilities,  page  21,  income  state- 
ment; 22,  lines  1  to  11,  0})erating  revenues;  25,  lines  2T  to  37,  with 
amount  appropriated  for  amortization  Acct.  495,  stated  separately 
under  VI.  And  the  Board  will  retain  jurisdiction  of  the  increases 
herein  approved  for  the  purpose  of  modifying  same  as  and  if  the  con- 
ditions change. 

Dated  June  10th,  1921. 


No.  902. 

Cave  May  Illuminating  CoMrAxv — 1.  In  rk  Compllvxce  with 
Inspector's  I^ecommendations  with  Respect  to  Improvemrxt 
IN'  Service.    2.  Ix  re  Application  for  Increased  Hates. 

1.  It  appearing:  that  tlie  s?rvice  rendered  by  the  petitioner  has  been  im|)roved, 
consideratnon  is  given  to  itK  application  for  approval  of  increased  rates. 

2.  The  results  of  operations  durinjr  t.he  past  ten  years  indicate  that  the 
a<frued  dei)reciation  in  plant  has  not  been  earned  as  a  whole  and  that  the 
value  new  should  be  taken  as  a  basis  for  rates.  For  this  purpose  the  sum  of 
$HK3..^500,  which  includes  workinjr  capital,  is  assumed. 

3.  Unaccounted  for  gas  amounting  to  approximately  38  per  cent,  of  the 
avenige  output  in  the  yeai-s  1910  and  1020  does  not  show  eflSeient  management, 
and  such  inefficiency  should  not  be  charged  to  the  ct>n*umers.  In  estimating 
the  unaccounted  for  gas.  (],S4(>  M.  cu.  ft.  is  allowed  in  a  total  production  of 
32.300  M.  cu.  ft. 

4.  A  return  of  H  per  cent,  is  allowed  on  a  rate  base  of  $10.3.500.  Total  oper- 
ating expenses  are  estimated  as  $.50,385  and  taxes  at  .$4.50i>.  The  total 
arrived  at  including  the  return  is  $(ki.475.  A  deduction  is  made  of  $1..500  for 
miscellaneous  revenue,  leaving  $(J4,075.  which  it  i«»  estimated  amounts  to  $2,572 
per  thousand  cubic  feet  of  gas  sold. 

.5.  A  schedule  of  rates  is  fix?d  providing  a  minimum  charge  of  seventy-five 
cents  per  month  and  a  price  per  thousand  cubic  feet  of  .$2.55  for  the  first  5.000 
cubic  feet  sold  with  decreases  for  larger  quantities  consumed. 

C.  J  J.  S,  Tingley.  for  the  Company. 

L.  T,  SicrPti.^,  for  Capt*  May  City. 

Henri/  If.  Eldvedcjc,  for  West  Cape  May. 
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5.000  cu. 

ft. 

(cl 

M. 

cu. 

ft. 

Gross  $2.50  Net  $2.40 

5,000  cu. 

ft. 

^t 

M. 

cu. 

ft. 

Gross     2.40  Net     2.30 

5,000  cuu 

ft. 

^v 

M. 

cu. 

ft. 

Gross     2.35  Net     2.25 

5,000  cu. 

ft. 

(a 

M. 

cu. 

ft. 

Gross     2.30  Net    2.20 

20,000  cu. 

ft. 

(<i 

M. 

cu. 

ft. 

Gross     2.25  Net     2.15 

The  petition  alleges: 

That  it  is  engaged  in  the  manufacture  and  sale  of  gas  in  the  city 
of  Cape  May  and  the  Iwrough  of  West  Cape  May,  to  both  of  which 
due  notice  was  given  by  service  of  a  copy  of  the  company's  application 
and  by  publication  in  newspapers  of  general  cirailation  in  the  terri- 
tory. 

That  the  proposed  tariff,  which  is  to  become  effective  April  4th, 
10^1,  is  as  follows: 

Consumption  Rate — 
For  the  first 
For  the  next 
For  the  next 
For  the  next 
For  all  over 

Discount —  . 

Consumer  will  be  billed  at  the  gross  rates,  and  the  difference  be- 
tween   the   gross   and    net    rates   will   constitute    a    discount    for 
prompt  i>ayment  if  paid  on  or  before  the  tenth  day  after  date 
shown  on  bill,  which  represents  date  bill  is  rendered. 
To  the  above  rates  for  gas  consumed  will  be  added  a 

Readiness-to-Serve  Charge — 

Each  connected  customer  shall  pay  a  readiness-to-serve  charge 
of  $3.00  per  annum  for  gas  ser\ed  through  a  thre?-  or  five-light 
meter.  For  customers  served  through  a  meter  of  larger  capacity, 
th?  yearly  service  charge  will  be  increased-  twelve  cents  for  each 
one  light  increase  in  capacity  above  the  five-light  meter.  Respon- 
sible all  year  customers  may  pay  one-twelfth  of  fixed  service 
charge  monthly.  Seasonal  customers  must  pay  the  annual  charge 
in  a  single  payment  unless  otherwise  agreed  with  the  company's 
representative. 

That  the  propostMl  increase  will  yield  no  more  than  sufficient  to 
pay  oj)eratiiig  expenses  and  interest  on  funded  debt  with  no  surplus 
from  which  to  ])ay  interest  on  floating  debt  or  dividends  on  the  capital 
stock. 

The  Board  susj^ended  th^  effective  date  of  the  proposed  tariff 
pending  hearing. 

This  report  will  deal  first  with  the  character  of  service  being  ren- 
dered by  the  applicant.  In  1019  and  1920  the  Board's  inspector,  in 
written  reports,  called  attention  to  defects  in  the  character  of  service 
rendered  by  the  applicant  and  made  certain  recommendations  with  a 
view  to  improving  same.     These  reports  recommended  a   thorough 
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overhauling  of  the  gas  generating  apparatus,  installation  of  a  new  gas 
condenser  and  additional  purifiers  at  Cape  May,  also  the  installation 
of  a  high  pressure  transmission  system  to  reinforce  the  low  pressure 
system  in  Cape  May  and  West  Cape  May.  The  company's  attention 
was  also  called  to  the  somewhat  limited  boiler  capacity  of  the  plant. 

The  character  of  the  service  afforded  by  the  applicant  has  been  the 
subject  of  hearing  before  the  Board.  In  his  opening  remarks  before 
the  Board  in  the  present  case,  counsel  for  the  applicant  stated  that 
the  company  had  complied  with  all  the  recommendations  ia  the  in- 
spector's reports  of  1919  and  1920  except  that  with  respect  to  the 
high  pressure  system  which  at  the  date  of  the  hearing  was  not  quite 
completed  but  was  expected  to  be  completed  within  thirty  days.  The 
applicant  claimed  that,  with  respect  to  the  recommendation  that  ad- 
ditional boiler  capacity  should  be  installed,  the  company  was  able  to 
carry  its  peak  load  with  either  of  the  two  boilers  now  installed  by 
making  gas  during  the  entire  twenty-four  hours  in  case  either  of  the 
boilers  should  be  out  of  commission  and  that  in  view  of  this  fact  the 
company  should  be  excused  at  the  present  time  from  complying  with 
the  recommendation  in  this  respect,  especially  as  it  had  made  large 
expenditures  to  improve  the  service  and  had  suffered  from  deficits  in 
operation. 

It  was  admitted  that,  the  service  in  the  past  few  years  has  been 
inadequate'  but  it  was  claimed  that,  with,  the  completion  of  the  high 
pressure  main  reinforcement,  the  plant  would  be  able  to  supply  good 
service  even  during  the  peak  load  in  the  summer  time.  It  was  finally 
agreed  that  the  application  with  respect  to  rates  should  rest  until  the 
Board's  inspector  should  have  made  a  further  examination  of  the 
company's  plant  upon  notice  from  the  company  that  the  entire  work 
contemplated  had  been  completed. 

On  May  19th  the  Board's  inspector  visited  the  plant  of  the  applicant 
and  made  a  detailed  report  in  which  he  stated: 

"*  *  *  that  the  plant  appears  to  be  in  good  operating 
condition  and  ready  to  take  care  of  the  demands  during  the 
coming  summer  season. 

"*  *  *  Summing  up,  it  would  appear  that  the  company 
has  complied  with  all  of  the  recommendations  of  the  Board's 
inspector,  and  in  addition  has  installed  a  number  of  low  pres- 
sure mains  and  made  repairs  to  the  present  mains.    An  exam- 
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ination  of  the  charts  obtained  from  the  company's  recording 
pressure  gauge  which  is  located  at  the  office  on  Washington 
Street  indicates  a  marked  improvement  in  pressure  conditions 
at  this  point  since  the  high  pressure  line  has  been  completed 
and  cut  into  the  low  pressure  system.  These  charts,  however, 
only  indicate  the  pressure  at  this  point  and  a  pressure  during 
a  time  when  the  output  is  considerably  below  the  maximum. 
The  company  has  agreed  to  make  a  record  of  pressure  condi- 
tions at  various  points  in  the  system  and  submit  the  charts 
to  the  Board's  inspector. 

"*  *  *  The  Board's  inspector  made  a  test  of  the  heating 
value  of  the  gas  supplied  by  the  company  on  May  19th,  1921. 
The  result  of  the  test  indicated  an  average  total  heating  value 
of  578  B.  t.  u.  The  Board's  rules  require  a  minimum  of  525 
B.  t.  u." 

IN  RE  INCREASED  RATES. 

It  appearing  that  the  character  of  the  service  rendered  by  the 
applicant  has  improved  to  such  an  extent  that  good  service  may  be 
anticipated  in  the  coming  season,  this  report  will  now  deal  with  the 
Application  for  Increased  Rates. 


I.  VALUE  OF  THE  PROPERTY  USED   AND  USEFUL. 

Til  a  former  application  for  increased  rates  the  applicant  submitted 
a  valuation  of  its  property  (Board's  Reports,  Vol.  VI,  p.  353).  The 
total  value  submitted  as  of  June  1st,  1918,  was  $162,254.  which  in- 
cluded an  item  of  $4,588  for  materials  and  supplies.  Deducting  this 
leaves  the  value  now  of  $157,666  for  fixed  capital.  The  net  additions 
for  the  year  1918  were  $1,468  and  taking  one-half  of  this  to  complete 
the  year  1918  would  indicate  net  additions  of  $734  for  that  half 
year:  the  net  additions  for  1919  were  $4,780  and  for  1920  $21,101, 
making  a  total  of  $184,281  for  the  value  of  fixed  capital  as  of 
December  31st,  1920.  With  working  capital  taken  at  approximately 
ii\e  per  cent,  of  fixed  capital,  this  would  indicate  a  total  value  as  of 
December  31st,  1920,  of  approximately  $193,500  value  new. 
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II.  ACCRUED  DEPRECIATION. 

Tei^timony  indicates  that  the  original  plant  of  this  company  was 
installed  many  years  ago  but  the  present  management  had  no  details 
w  ith  respect  to  the  accrued  depreciation  in  said  plant  or  as  to  wliether 
the  rates  charged  for  gas  liad  been  such  as  to  allow  the  accumulation 
of  an  adequate  reserve  for  depreciation.  With  a  view  to  securing 
enlightenment  on  this  point  the  annual  reports  of  the  applicant  from 
1911  to  1920  inclusive  have  been  examined.  Assuming  five  per  cent, 
for  working  capital,  the  average  value  of  the  property  has  been 
$156,000  during  this  period  and  the  net  revenue  per  annum  ha.s 
averaged  $3,629.  These  figures  indicate  that  the  company,  out  of 
rates,  has  been  able  to  provide  but  2.33  per  cent,  for  return  on  capital 
and  for  amortization  of  depreciation.  Even  though,  the  company  may 
have  had  larger  earnings  in  previous  years,  this  computation  leads  the 
Board  to  conclude  that  the  results  of  operations  during  the  last  ten 
years  would  indicate  that  the  accrued  depreciation  in  plant  has  not 
been  earned  as  a  whole  and  the  value  now  should  be  taken  as  a  basis 
for  rates.  This  report  will  assume  for  this  purpose  a  value  new  of 
$193,500  (which  includes  working  capital). 


III.   OPER^VTIXG   EXPENSES  AND  TAXES   FOR   ENSUING    YEAH. 

As  a  preliminary  to  estimating  the  fair  operating  expenses  under 
efficient  management,  the  amount  of  gas  to  be  sold  and  manufactured 
must  first  be  estimated.  The  annual  reports  of  the  applicant  show 
tbat  the  years  1919  and  1920  are  entirely  abnormal  with  respect  to 
amount  of  unaccounted  for  gas.  For  the  years  1916  to  1918  inclusive 
the  company  manufactured  an  average  of  about  29,100  ^1.  cubic  feet, 
of  which  6,169  M.  cubic  feet  was  unaccounted  for  gas,  this  being  an 
average  of  about  21  per  cent,  of  gas  made.  For  the  years  1919  and 
1920,  however,  on  an  average  output  of  41,069  M.  cubic  feet  the  un- 
accounted for  gas  amounted  to  15,742  M.  cubic  feet,  or  approximately 
38  per  cent,  unaccounted  for  gas.  This  does  not  show  efficient  man- 
agement of  the  plant  nor  should  such  inefficiency  be  charged  to  the 
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consumers.  The  unaccounted  for  gas  per  inch-mile  of  main  for  the 
first  three  years  in  question  approximated  about  80  M.  cubic  feet. 
During  tlie  last  two  years  this  approximated  200  M.  cubic  feet  per 
inch-mile  of  main.  The  Board  estimates  the  amount  of  gas  to  he  sold 
and  to  be  manufactured  as  follows: 

Metered  gas  sales 25,203  M.  cu.  ft. 

Street  light  gAs  (eliminated) 

Total  revenue  gas    25,203  M.  cu.  ft. 

Used  by  company   (1919)    191  M.  cu.  ft. 

(Jas  to  be  accounted  for 20,454  M.  cu.  ft. 

rnaccount?d  for  ga-? 0,840  M.  cu.  ft. 

Total  gas  to  be  made 32.300  M.  cu.  ft. 

In  thi?j  estimate  the  com])any  will  be  hold  to  the  efficiency  obtained 
in  thi.«^  plant  prior  to  1919.  By  further  improving  the  condition  of 
the  main  it  is  l>elieved  that  the  amount  of  unaccounted  for  gas 
herein  assumed  can  be  decreased. 


COAL   AM)  GAS   OIL. 

In  Exhibit  P-4  the  applicant  set  forth  the  cost  of  its  generator 
fuel,  boiler  fuel,  gas  oil  and  power  for  blower.  An  examination  of 
the  items  indicates  that  owing  possibly  to  incorrect  plant  reports  a 
confusion  was  made  between  boiler  fuel  and  generator  fuel.  The 
j)ower  for  blower  in  Exhibit  P-4  is  taken  at  $3,300,  and  the  power 
was  furnished  for  the  manufacture  of  40,069  M.  cubic  feet  of  gas. 
In  view  of  the  improved  efficiency  contemplated  in  the  amount  of  gas 
hereinabove  estimated  to  be  made,  the  amount  of  gas  to  be  made  will 
be  some  7,000  or  8,000  M.  cubic  feet  less  and  less  jx>wer  will  be  needed 
for  the  blower.  The  Board  takes  the  figure  of  $2,700  for  this  item. 
The  corrected  figures  for  coal  and  oil  will  be  set  forth  in  Table  T 
following: 
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TABLE  I. 

SHOWING   OPERATING    EXPENSES    AND    TAXES    FOB    ENSUING    YEAR    AS    ESTIMATED 

BY  THE  APPLICANT  AND  MODIFIED  BY  THE  BOARD  TOGETHER  WITH  THE 

REVENUE   REQUIRED   TO  EARN    SIX   PER  CENT.   ON    $193,500. 

Estimate 

of  Company  Per  M. 

Condensed  Modified            cu.  ft. 

( Ex.  P-4 )  Estimate             Sold 
Production  Expense — 

Generator   Fuel    $5,880  $7,980 

Boiler  Fuel   4,200  1,955 

Power  for  Blower 3,300  2,700 

Gas  Oil 10.556  10,430 

Other  Plant  Expense 14.200  14,200 

Subtotal     $38,136  $37,265 

Lrss  residuals  credit   900  900 

Total  Production  Expense $37,236  $36,365  $1,439 

Transmission  and.  Di^ribution  Expense. ..  4,000  4.000  0.15S 

Commercial  Expense  4,000  4,000  0.158 

New   Business   Expense... 200  200  0.008 

General  and  Miscellaneous  Expense 3,800  3.800  0.151 

Total  exdudi-ng  Depreciation.  ..>.. .     $494236  $48,365  $1,914 

Depreciation    2.450  2,000  0.079 

Total  Operating  Expenses $51,686  $50,365  $1,993 

Taxes    4,500  4.500  0.178 

Total   Revenue   Deduction® $56,186  $54,865  $2,171 

6  per  cent,  on  $193,500 11,610  0.460 

Total    Revenue    $66,475  $2,631 

Less  Miscellaneous   Revenue 1,500  0.059 

From  gas  sales  without  service  charge 64.975  2.572 

Gas  sold,  M.  cu.  ft 25,263 

The  other  items  of  out-of-pocket  expense  set  forth  in  P-4  appear 
to  conform  to  the  costs  to  be  expected  during  the  ensuing  year.  On 
the  present  peak  of  high  costs  the  Board  will  take  the  figure  of  $2,000 
for  depreciation  instead  of  $2,450  as  set  forth  in  P-4.  The  modified 
estimate  indicates  total  revenue  deductions  of  $54,865  for  operating 
expenses  and  taxes.  Adding  to  this  six  per  cent,  return  on  the  value 
of  $l'93,500  makes  a  total  revenue  to  be  provided  of  $66,475.     De- 
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ducting  miscellaneous  revenue  estimated  at  $1,500,  leaves  the  amount 
to  be  provided  from  gas  sales  exclusive  of  any  service  charge  of 
$64,975  equivalent  to  $2,572. 

The  company  applied  for  a  fixed  service  charge  at  the  rate  of  $3 
per  annum  for  three-  and  five-light  meters,  estimated  to  produce 
$4,050  per  annum;  this  is  equivalent  to  sixteen  cents  per  thousand 
cubic  feet.  This  added  to  the  base  net  rate  of  $2.40  is  equivalent  to 
$2.56  per  thousand  cubic  feet.  Representatives  of  the  municipalities 
entered  objections  against  the  imposition  of  the  service  charge  applied 
for  by  the  company  and  it  was  suggested  that  a  minimum  bill  of 
seventy-five  cents  a  month  would  be  less  likely  to  create  friction  with 
the  customers  served  by  the  applicant.  In  similar  cases  the  Board 
has  omitted  the  service  charge  where  there  was  serious  objection  to  it. 
In  the  conclusions  the  fixed  service  charge  will  be  eliminated  from 
the  schedule  of  rates  and  a  modified  schedule  suggested  in  which  a 
minimum  bill  will  be  included.  The  revenue  produced  by  such  mini- 
mum bill  will,  it  is  believed,  be  suflBcient  to  provide  for  the  neces- 
sary revenue  to  make  the  final  net  rate  $2.55  per  thousand  cubic  feet 
of  gas  consumed. 

IV.  conclusions. 

In  reaching  its  conclusion  upon  this  case  the  Board  has  in  mind 
the  urgent  insistence  of  the  representatives  of  the  municipalities 
that  their  paramount  interest  is  that  service  should  be  continued  and 
their  agreement  that  the  Board  might  fix  whatever  rate  in  its  judg- 
ment might  be  necessary  for  the  company  to  continue  to  render  ade- 
quate service.  Cape  May,  which  is  the  principal  territory  supplied 
by  this  company,  is  a  summer  resort.  The  service  is,  therefore,  very 
largely  seasonal.  The  company,  however,  must  maintain  a  plant  of 
sufficient  capacity  to  supply  the  peak  demand  created  by  the  summer 
season.  For  the  rest  of  the  year  the  demand  upon  the  company's 
?erv^ice  is  comparatively  small.  Nevertheless,  the  company  is  required 
to  maintain  its  plant  ready  to  serve  to  the  full  capacity  during  the 
winter  months  with  the  necessary  overhead  expenses  for  those  months 
as  if  the  demand  for  service  continued  undiminished.  This  makes 
the  condition  of  the  company  somewhat  exceptional  and  requires,  in 
order  that  the  company  should  continue  to  maintain  service,  that  it 
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be  accorded  a  rate  higher  than  would  be  necessary  in  territory  not 
affected  by  seasonal  variations. 

1.  The  Board,  therefore,  in  view  of  the  fact  that  the  main  con- 
sideration of  the  representatives  of  the  municipalities  is  that  a 
sufficient  rate  be  accorded  the  company  to  enable  it  to  continue  its 
service,  will  require  that  the  service  charge,  as  requested  by  the  munic- 
ipalities' representatives,  be  dispensed  with  and  will  permit  the 
establishment  of  the  following  rates : 

For  the  first  5,000  cubic  feet  $2.55  net  per  M.  cubic  feet. 
For  the  next  5,000  cubic  feet  2.45  net  per  M.  cubic  feet. 
For  the  next  5,000  cubic  feet  2.40  net  per  M.  cubic  feet. 
For  the  next  5,000  cubic  feet  2.35  net  per  M.  cubic  feet. 
For  all  over  20,000  cubic  feet  2.25  net  per  M.  cubic  feet. 
The  minimum  bill  to  be  rendered  any  customer  for  a  full 
month's  service  is  seventy-five  cents  (75c.)  per  month. 

2.  The  schedule  of  rates  as  filed  is  unjust  and  unreasonable  and 
the  Board  disapproves  of  the  same. 

3.  The  schedule  of  rates  suggested  in  paragraph  (1)  may  become 
effective  for  gas  consumed  between  the  usual  meter  readings  in  June 
and  in  July,  1921  (usually  known  as  the  July  sales). 

4.  The  filing  by  the  company  of  the  increase  herein  suggested  will 
1)0  taken  as  a  stipulation  that  abrogation  or  modification  of  the  in- 
crease in  rates  may  be  made  as  and  if  conditions  as  indicated  by 
operating  results  both  as  to  revenue  and  the  character  of  service 
rendered  warrant. 

5.  Beginning  at  the  effective  date  of  the  rates  herein  indicated  as 
just  and  reasonable,  if  filed,  the  company  shall  render  to  the  Board 
monthly  reports.  These  reports  are  to  show  the  operating  revenues, 
operating  deductions,  excluding  amortization,  non-operating  income, 
income  deductions  and  balance  available  for  general  amortization, 
dividends  and  surplus,  and  also  the  amoimt  appropriated  for  general 
amortization,  together  with  a  comparison  with  the  figures  for  the 
corresponding  period  of  the  preceding  year.  This  statement  may 
preferably  follow  the  form  shown  in  the  annual  report  for  gas  utili- 
ties, page  21,  income  statement;  22,  lines  1  to  11,  operating  revenues; 
26,  lines  27  to  37,  with  amount  appropriated  for  amortization,  account 
495,  stated  separately  under  VI.  And  the  Board  will  retain  jurisdic- 
tion of  the  increase  as  herein  approved  for  the  purpose  of  modifying 
same  as  and  if  the  conditions  change. 

Dated  June  10th,  1921. 
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No.  903 

Ix   THE  ^Fatter  of  the  Applicatiox   of   Carl  A.   Becker  to 
Operate  ax  Auto  Bi's  ox  the  West  Oraxge  Lixe. 

1.  The  Legislature  has  roadie  the  subject  of  jitney  transportation  a  matter 
of  legrislation  at  various  times  since  the  year  lOKJ  and  the  legislation  it  has 
enacted  in  regard  thereto  sanctions  the  jitney  system  and  establi^thes  it  as  a 
legislatively  authorized  method  of  transportation. 

2.  While  the  legislature  has  placed  all  street  railways  under  the  jurisdic- 
tion of  this  Board,  it  iias  expressly  refused  to  so  place  jitneys  licensed  before 
March  15th  of  this  year  and  operated  over  thMr  April  6tih  routes,  by  limiting 
its  i>ower  of  regulation  solely  to  such  as  should  be  licensed  after  March  15th. 

3.  The  policy  of  this  Boardt  in  applications  presented  to  it  will  be  to  approve 
all  licenses  or  permits  granted  by  the  municipalities  in  renewal  or  substitution 
of  all  licenses  or  permits  existing  prior  to  March  15th  unless  it  can  be  aflBrma- 
t.ively  shown  that  conditions  pertinent  to  the  consideration  of  the  necessary 
factors  have  so  changed  as  to  make  either  an  increase  or  decrease  in  the 
number  necessary. 

George  F.  Seymour,  Jr.,  for  the  Petitioner. 

L.  D.  //.  Gilmour  and  E,  W,  Wakelee,  for  Public  KService  Railway 
C(impany. 

This  is  an  application  for  the  approval  by  the  Board  of  a  license 
granted  to  the  applicant  to  operate  an  auto  bus,  commonly  known  as 
a  jitney,  over  a  route,  part  or  all  of  which  is  also  the  route  of  a 
street  railway  line. 

The  bus,  for  the  operation  of  which  approval  is  asked,  was  duly 
licensed  by  the  Cities  of  Newark  and  Orange  and  the  Town  of  West 
Orange  prior  to  March  15th,  1921,  between  the  City  of  Newark  and 
the  Town  of  West  Orange  in  Essex  County,  such  licenses  having  l)een 
granted  to  the  then  owner,  who  continued  to  operate  it  after  that 
date,  but  who  has  since  transferred  his  bus  to  the  applicant.  The 
latter  now  makes  application  for  our  approval  for  the  operation  of 
said  bus,  in  accordance  with  the  consent  of  the  municipalities  granted 
to  him  since  March  15th,  1921.  If  the  permission  requested  be 
granted  by  this  Board  it  will  not  increase  the  number  of  buses  that 
were  in  operation  on  the  route  in  question  before  !March  15th,  but 
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should  permission  be  refused  the  number  of  buses  in  operation  on 
that  route  on  March  15th  will  be  diminished. 

Such  jurisdiction  as  the  Board  has  over  the  matter  of  jitney  regula- 
tion is  conferred  by  Chapter  149  of  the  Laws  of  1921,  which  is  an 
amendment  to  Section  15  of  the  Public  Utility  Act  of  1911.  It 
provides  that  the  term  "public  utility"  shall,  in  addition  to  the  utili- 
ties described  in  the  Public  Utility  Act  of  1911,  include  every  "auto 
bus,  commonly  called  jitney,  the  route  of  which  in  whole  or  in  part 
parallels  upon  the  same  street  the  line  of  any  street  railway  or  trac- 
tion railway."  By  amending  act  also  a  second  paragraph  is  added 
to  Section  15  of  the  Public  Utility  Act  as  follows: 

"2.  Nothing  herein  contained  shall  extend  the  powers  of 
the  Board  of  Public  Utility  Commissioners  to  include  any 
supervision   and   regulation   of,   or   jurisdiction   and   control 
over,    the    operation    of    any    auto    bus,    commonly    called 
jitney,  over  its  present  route,  under  and  in  accordance  with 
the  consent  of  the  municipal  authorities  granted  therefor  prior 
to  March  fifteenth,  one  thousand  nine  hundred  and  twenty- 
one,  by  the  owner  of  such  consent  on  said  date,  or  under  and 
in  accordance  with  the  renewal  of  such  consent  granted  to  such 
owner  as  aforesaid,  for  further  operation  by  him,  upon  the 
expiration  of  the  time  limit  set  forth  in  such  consent." 
The  language  of  paragraph  2  clearly  indicates  that  the  legislature 
intended  that  the  Board  should  have  no  jurisdiction  or  control  over 
any  jitney  licensed  and  operating  over  the  route  traversed  by  tnem 
on  and  prior  to  March  15th,  1921,  but  that  such  jurisdiction  and 
control  should  be  had  and  so  exercised  by  the  Board  only  as  to  jitneys 
and  o);niers  of  jitneys  licensed  after  March  15th  to  operate  on  routes 
on  which  a  street  railway  line  exists.     One  question  here  presented 
is  whether  or  not  the  Board  has  jurisdiction  over  the  case  of  a  jitney 
licensed  by  the  municipality  and  operating  prior  to  March  15th,  but 
transferred  since  that  date  to  a  new  owner.     The  Board  is  of  the 
opinion  that  it  has  jurisdiction  over  such  cases. 

In  the  exercise  of  its  judgment,  however,  upon  sucTi  applications, 
the  Board  will  give  due  consideration  to  what  it  considers  the  legis- 
lative policy  and  intent  with  regard  to  the  limitation  or  curtailment 
of  the  jitney  system  of  transportation.  The  express  exclusion  from 
the  jurisdiction  and  control  of  this  Board  of  such  jitneys  as  were  in 
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operation  on  the  15th  of  March,  1921,  would  seem  to  indicate  that 
not  only  should  the  holders  of  licenses  to  operate  jitneys  be  protected 
in  the  privilege  theretofore  granted  to  them,  but  that  the  legislature 
was  satisfied  that  the  public  convenience  and  necessity  required  the 
number  of  jitneys  that  were  in  operation  on  that  date.  We  think 
it  must  be  assumed,  therefore,  that  the  legislature  was  not  in  favor 
of  the  curtailment  of  the  jitney  transportation  facilities  as  such  facili- 
ties existed  on  March  15th,  but  had  in  mind  the  regulation  and  con- 
trol of  any  increase  of  it  in  so  far  as  the  increased  number  of  jitneys 
occupied  street  railway  routes  and  competed  therewith.  Our  opinion  in 
this  respect  is  based  upon  not  only  the  second  paragraph  of  the  Act  of 
1921,  but  also  upon  the  previous  history  of  jitney  legislation  in  this 
State.  That  the  legislature  regards  the  jitney  system  of  transporta- 
tion as  a  proper  one  and  required  to  serve  the  public  is  apparent  not 
only  from  the  fact  that  it  refused  to  curtail  the  amount  of  such 
transportation  in  the  Act  of  1921  as  the  same  existed  on  March  15th, 
but  also  from  the  fact  that  it  has  been  enacting  laws  since  1916,  the 
effect  of  which  has  been  to  give  the  jitney,  which  prior  to  the  year 
1916  was  without  legislative  recognition,  the  authority  and  sanction 
of  the  law  in  the  same  manner  as  every-  other  system  of  transporta- 
tion. The  Act  of  1916,  Chapter  136  (P.  L.  283),  defines  the  auto 
bus,  known  as  the  jitney,  and  prohibits  operation  of  it  in  any  city 
until  the  owners  shall  have  obtained  consent  of  the  body  having  con- 
trol of  public  streets  therein  and  shall  have  filed  an  insurance  policy 
in  the  sum  of  $5,000  against  loss  from  liability  imposed  by  law  upon 
the  owner  of  such  jitney  because  of  death  or  bodily  injuries  occurring 
by  reason  of  the  use  of  such  bus  upon  the  public  streets.  It  further 
provided  for  the  filing  monthly  of  statements  of  the  gross  receipts 
from  the  business  of  said  jitney  and  the  payment  to  the  city  treasurer 
of  said  city  of  5  per  cent,  of  said  gross  receipts  as  a  monthly  franchise 
tax,  and  penalties  were  provided  for  the  failure  to  comply  therewith. 
In  1917  an  act  was  passed  to  regulate  the  operation  of  jitnevs  in 
fourth  class  cities.  By  Chapter  89  of  the  Laws  of  1920,  the  govern- 
ing body  of  every  municipality  is  given  power  to  pass  ordinances  to 
license  and  regulate  jitneys  and  their  owners  and  ^x  the  fee?  and 
prohibit  the  operation  of  jitneys  unless  such  ordinances  are  complied 
with. 
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The  legislature,  therefore,  has  made  the  subject  of  jitney  transpor- 
tation a  matter  of  legislation  at  various  times  since  the  year  1916 
and  the  legislation  which  it  has  enacted  in  regard  thereto  sanctions 
the  jitney  system  and  establishes  it  as  a  legislatively  authorized 
method  of  transportation.  Nowhere  in  any  of  such  legislation  is 
there  discernible  any  intent  to  curtail  the  amount  of  jitney  service 
except  in  so  far  as  the  power  given  to  municipalities  to  license  and 
regulate  can  be  inferred  to  express  such  intent. 

There  are,  therefore,  in  many  cities  of  the  State,  two  systems  of 
street  transportation,  the  electric  railway  and  the  jitney,  recognized 
by  and  enjoying  the  equal  sanction  of  the  law.  Indeed,  if  either 
system  can  be  said  to  be  favored  by  the  legislature,  it  would  seem  to 
be  the  jitney,  because  while  the  legislature  has  placed  all  street  rail- 
ways under  the  jurisdiction  of  the  Board,  it  has  expressly  refused 
to  so  place  jitneys  licensed  before  March  15th  of  this  year  and  op- 
erated over  their  April  6th  routes,  by  limiting  its  power  of  regulation 
solely  to  such  as  should  be  licensed  after  March  15th. 

The  Board  is  but  an  instrument  of  the  legislature  and  should 
endeavor  to  carry  out  the  legislative  intent  as  determinable  froih  the 
legislative  acts. 

The  policy  of  the  Board  in  applications  pret-ented  to  it  will  be  to 
approve  all  licenses  or  permits  granted  by  the  municipalities  m  re- 
newal or  substitution  of  all  licenses  or  permits  existing  prior  to 
^farch  15th  unless  it  can  be  affifmatively  shown  that  conditions  per- 
tinent to  the  consideration  of  the  necessary  factors  have  so  ^'hanged 
as  to  make  either  an  increase  or  decrease  in  the  number  necessary. 

In  the  present  case,  as  already  indicated,  however,  the  granting  of 
the  application  would  not  add  to  the  facilities  existing  on  the  route 
in  question  on  March  15th,  1921.  Mr.  Joseph  Crawford,  who  has 
charge  of  the  licensing  and  operation  of  jitneys  in  the  City  of  Xewark, 
testified  that  in  his  opinion  the  exigencies  of  travel  justified  a  contin- 
uance of  the  number  of  jitneys  in  operation  on  March  15th.  1921 ;  he 
further  testified  that  the  city  officials  had  made  a  survey  of  the  jitney 
situation  on  this  route  and  had  determined  that  the  number  of  jitneys 
required  by  public  convenience  was  thii"*ty-five.  As  above  stated,  the 
approval  of  the  substitution  aske<l  for  in  this  case  will  not  increase 
tliat  number.  Considerable  other  testimony  was  introduced  both 
by  the  applicant  and  by  the  Public  Service  Railway  Company.     Con- 
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iiidering  all  of  the  evidence  and  having  in  mind  the  legialatiye  intent 
as  expressed  by  the  enactments  above  referred  to,  the  Board  is  of  the 
opinion  that  the  application  should  be  granted. 

An  order  will  therefore  be  entered  in  accordance  with  this  deter- 
mination, granting  to  the  applicant  a  certificate  of  public  convenience 
and  necessity. 

The  Board  takes  this  occasion  to  state  its  view  with  regard  to  the 
method  of  procedure  in  applications  for  the  Board's  action  on  jitney 
licenses.  There  seems  to  be  a  misapprehension  on  the  part  of  some 
municipal  officials,  as  well  as  the  jitneurs,  as  to  whether  the  initiatory 
step  should  be  made  by  application  to  this  Board  or  by  application 
to  the  municipality.  Such  jurisdiction  as  the  Board  has  is  conferred 
by  Section  24,  Chapter  195  of  the  I^ws  of  1911,  the  act  creating  the 
Board.    This  section  provides: 

"24.  No  privilege   or   franchise   hereafter  granted   to  any 
public  utility  as  herein  defined,  by  any  political  sub-division 
of  this  State,  shall  be  valid  until  approved  by  said  Board,  such 
approval  to  be  given  when,  after  hearing,  said  Board  deter- 
mines that  such  privilege  or  franchise  is  necessary  and  proper 
for  the  public  convenience  and  properly  conserves  the  public 
interests,  and  the  Board  shall  have  power  in  so  approving  to 
impose  such  conditions  as  to  construction,  equipment,  main- 
tenance, service  or  operation  as  the  public  convenience  and 
interests  may  reasonably  require." 
It  is  apparent,  therefore,  that  this  Board  has  no  jurisdiction  or 
power  to  act  except  upon  a  privilege,  franchise  or  license  granted 
by  the  municipality.     It  is  only  after  such  grant  by  the  municipality 
that  the  Board  can  act  and  the  question  then  before  the  Board  is 
whether  or  not  it  shall   decide  that  such  privilege  or  franchise  is 
necessary  or  proper  for  the  public  convenience  and  properly  conserves 
the  public  interest. 

The  Board  at  this  time  deems  it  appropriate  also  to  state,  for  the 
information  of  jitneurs  who  may  have  received  municipal  licenses 
but  who  have  not  had  such  licenses  approved  by  the  Board,  that  such 
licenses  are  invalid  without  the  Board's  approval  and  that  attempts 
to  operate  under  such  licenses  without  application  on  the  part  of  the 
holders  of  such  licensesf  made  to  and  approved  l)y  this  Board  arc 
■  illegal. 

Dated  June  13th,  1921. 
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No.  904. 

Tx  THE  IMatteu  of  Operation  of  Jitneys  in  the  City  of 

Hoboken. 

1.  From  the  undisputed  evidence  submitted  that  there  are  twice  as  many 
seats  on  the  trolley  car«,  and  in  jitneys,  as  are  required  for  passenger  service, 
and  that  the  frequency  of  this  transportation  is  as  great  as  necessity  requires 
and  safety  demands,  the  Board  is  of  the  opinion  the  necessity  does  not  require 
additional  jitney  service  as  same  will  not  add  to  the  comfort  and  convenience 
of  the  riders,  but  on  the  contrary  will  add  to  the  inconvenience  of  others  who 
have  to  use  the  streets  or  cross  the  same. 

2.  Approval  of  licenses  to  operate  additional  jitneys  on  Washington  Street 
between  Fourteenth  Street  and  Hudson  andi  Manhattan  Tube  Terminal,  Hobo- 
ken, is  therefore  denied. 

William.  J.  Hanley,  for  the  Petitioner. 

Edmund  TF.  Wdkelee  and  L.  Z).  II,  GUmour,  for  Public  Service 
Railway  Co. 

Application  was  made  by  William  J.  Hanley,  Esq.,  representing 
twenty-six  jitneurs,  for  approval  of  licenses  granted  by  the  City  of 
Hoboken  to  operate  on  Washington  Street  between  Fourteenth  Street 
and  Hudson  and  Manhattan  Tube  Terminal,  Hoboken,  a  distance  of 
approximately  a  mile.  After  notice,  a  hearing  was  held  at  the  City 
Hall,  Hoboken,  on  Wednesday,  May  18th,  1921.  The  evidence  sub- 
mitted by  the  petitioners  showed  that  there  are  at  the  present  time  one 
hundred  and  twenty-five  jitneys  on  this  street.  Several  witnesses  testi- 
fied that  additional  licenses  were  necessary,  owing  to  the  fact  that  the 
jitneys  and  trolley  cars  were  insufficient  to  accommodate  the  number 
of  people  who  desired  transportation  on  these  streets. 

Application  to  the  City  of  Hoboken  in  a  number  of  said  cases  had 
been  made  previous  to  the  enactment  of  the  Elliot  Law,  Chapter  149 
of  the  laws  of  1921,  which  placed  authority  to  approve  under  the 
jurisdiction  of  the  Board  of  Public  Utility  Commissioners  of  Xew 
Jersey,  and  while  some  of  the  jitneurs  were  running  their  cars  still 
the  City  Commissioners  of  Hoboken  did  ndt  officially  approve  the 
granting  of  the  licenses  in  question  until  April  26th,  1920. 
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However,  the  counsel  for  the  jitneurs  made  no  contention  for  the 
validity  of  these  licenses,  because  of  their  having  been  applied  for 
prior  to  March  fifteenth,  and  in  reply  to  a  question  of  one  of  the 
members  of  the  Board,  stated  that  the  only  questiMi  before  this  Board 
is  as  to  whether  or  not  the  public  convenience  and  necessity  require 
the  use  of  additional  jitney  service. 

Engineers  representing  the  Public  Service  Railway  and  Engineers 
representing  the  Public  Utility  Commission  had  each  separately  made 
a  traffic  check  of  the  number  of  passengers  carried  by  trolley  cars 
and  jitneys.  The  evidence  discloses  that  the  southbound  trolley  cars 
carried  in  one  day  5,0e55  passengers  with  13^069  seats,  while  south- 
bound jitneys  carried  7,960  passengers  with  14,398  sea'ts.  The  aver- 
age headway  of  trolley  cars  was  2.79  minutes  and  that  of  jitneys  21.6 
seconds.  On  the  northbound  cars  there  were  5,215  passengers  with 
12,623  seats,  and  on  northbound  jitneys  7,457  passengers  with  14,230 
seats.  The  average  headway  of  such  cars  was  2.88  minutes  and  that 
of  ji'tneys  22.2  seconds.  During  rush  hour  the  average  headway  of 
trolley  cars  was  1  2/3  minutes  and  that  of  jitneys  ten  seconds. 

The  president  of  the  Jitney  Owners'  Association  of  Hoboken  testi- 
fied that,  in  his  opinion,  there  were  sufficient  jitneys  now  licensed  to 
give  all  the  service  required  for  the  convenience  of  passengers. 

From  the  undisputed  evidence  submitted  that  there  are  twice  as 
many  seats  on  the  trolley  cars  and  in  jitneys  as  are  required  for 
passenger  service  and  that  the  frequency  of  this  transportation  is  as 
great  as  necessity  requires  and  safety  demands  we  are  of  the  opinion 
the  necessity  does  not  require  additional  jitney  service  as  same  will 
not  add  to  the  comfort  and  convenience  of  the  riders,  but  on  the  con- 
trary will  add  to  the  inconvenience  of  others  who  have  to  use  the 
streets  or  cross  the  same. 

The  number  of  jitneys  licensed  and  in  operation  on  this  route,  as 
above  indicated,  on  March  15th,  was  125.  As  the  entire  distance  of 
this  loute  from  Fourteenth  Street,  Hoboken,  to  the  Hudson  Terminal 
is  about  sixteen  blocks,  this  number  of  jitneys,  if  kept  in  operation 
as  they  are  presumed  to  be,  would  mean  that  there  are  eight  jitneys 
in  each  block,  four  going  north  and  four  going  south.  We  cannot 
conceive  of  any  condition  requiring  a  greater  number  than  this  in 
view  of  the  testimony  above  referred  to. 

The  applications  for  approval  of  permits  submitted  therefore  are 
hereby  denied. 

Dated  June  13th,  1921. 
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No.  905. 

In  the  Matter  of  Application  of  Edward  Strano,  Harry  West, 
Joseph  Grasso  and  Samuel  Aldbrelli  to  Operate  Auto 
Buses  in  Asbcry  Park  and  Other  Municipalities. 

Approval  of  licenses  to  operate  auto  buses  is  denied  where  it  appeared 
that  none  of  tiie  applicants  had  licenses  to  operate  from  the  local  municipalities 
nor  were  their  buses  in  operation  on  March  15th,  the  date  on  and  after  which 
under  the  law  applications  of  this  character  came  within  the  Board's  jurisdic- 
tion, and  evidence  5»howed  ample  accommodiation  for  the  public. 

Harry  R.  Coojwr,  for  Borough  of  Belmar. 

WiUiarn  C,  Webb,  for  the  Applicants. 

George  B.  Cade,  for  Atlantic  Coast  Electric  Eailway  Company. 

This  is  an  application  by  Edward   Strano,   Harry  West,  Joseph 
Grasso  and  Samuel  Alderelli  for  the  consent  of  this  Board  to  operate 
motor  buses  over  a  route  in  the  City  of  Asbur}'  Park,  Township  of 
Neptune  and  the  Boroughs  of  West  Grove,  Bradley  Beach,  Avon  and 
Belmar,  more  particularly  described  in  the  petitions  filed  as  follows: 
"Beginning  a't  the  corner  of  Emory  Street  and  Cookman 
Avenue  in   the  City  of  Asbury   Park,  from   thence  running 
along  P^mory  Street  to  Mattison  Street,  thence  along  ^lattison 
Street  two  blocks  to  the  Asbury  Park  railroad  sta'tion,  thence 
south  on  Cookman  Avenue  to  Main  Street,  thence  south  on 
Main  Street  to  the  city  line  of  Asl)ury  Park,  thence  continu- 
ing sou'th  on  Main  Street  through  the  Township  of  Neptune 
and  the  Boroughs  of  West  Grove,  Bradley  Beach,  and   Avon 
to   the   southerly   line   of   Avon,   thence  still   south   on   ^fain 
Street,    designated,    however,    F    Street,    in    the    Borough    of 
Belmar,  to   the  corner  of  said  Main  or  F   Street  and   KUh 
Avenue,  rt'turning  northerly  over  the  same  route."' 
The  applicants  have  .licenses  from  the  City  of  Asbury  Park  but 
none  are  required  from  the  other  municipalities^. 
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This  route  parallels  upon  the  same  street  ]>raetieally  in  its  entire 
leno:th  the  street  railway  line  operated  ])y  the  Atlantic  Coast  Electrie 
Railway  Company.  It  a])|>eared  from  the  testimony  adduced  at  the 
hearing  that  none  of  tliese  applicants  had  licenses  to  o])erate  from  the 
U)cal  municipalities  nor  were  their  buses  in  operation  on  March  loth, 
the  date  on  and  after  which,  under  the  law,  a])plications  of  this  char- 
acter came  within  the  jurisdiction  of  this  Board.  It  further  ap])eared 
tliat  none  of  these  ap])licants  had  heen  operating  jitney  buses  over 
this  route  for  several  months  prior  thereto.  The  evidence  showed  that 
the  practice  had  been  in  the  past  to  operate  these  buses  during  the 
summer  months  when  the  traffic  was  heaviest  and  to  discontinue  thcMu 
when  the  traffic  fell  off  during  the  winter,  these  municij)alities  being 
largely  seasonal  resorts. 

It  further  appeared  from  the  testimony  that  the  Atlantic  ('oast 
Electric  Railway  Company,  which  operates  over  the  route  in  question, 
has  recently  very  materially  improved  its  tracks  and  rolling  stock  and 
is  now  in  a  position  to  give  adequate  ser\ice  to  the  public  on  this 
route.  Furthermore,  traffic  checks,  in  evidence,  show  that  there  is 
ample  accommodation  for  all  of  the  public  desiring  to  travel  and 
that  the  company  can  now,  with  its  improved  facilities,  keep  pace 
with  the  increases  in  travel  normally  to  be  e\])ected  during  the  sum- 
mer months. 

In  view  of  this  situation  and  assuming  that  the  railway  conijiany 
will  aiford  adequate  service  during  the  height  of  the  season,  the 
Board  is  of  the  opinion  that  the  public  convenience  does  not  now 
require  additional  transportation  facilities  upon  this  route,  and  the 
applications  will  therefore  be  denied. 

Dated  June  15th,  1921. 


No.  906. 

Lv  THE  Matter  of  the  Proposed  Increase  ix  Rates  of  the 
Trkxton  and  ^[ercer  Couxty  Tractiox  Corporatiox. 

1.  In  eouHidering  a  proposed  increase  in  fare  by  a  street  railway  from  seven 
cents  to  ten  cents  the  Board  had  before  it  estimates  of  the  value  of  the  ann- 
pany's  pi*operty  ranging  from  .$3,0.57 ,Or>(I  to  $5,000,000. 
9 


Digitized  byCjOOQlC 


130       Reports  of  Bo.\bd  of  Public  Utility  Commissioners. 

Treuton  and  Mercer  C<».  Traction  Corporation — Increase  in  Rates. 

2.  Operatmg  revenues  for  the  year  1920  amounted  to  $1,401,863;  operating 
expenses  and  taxes  to  $1,248,244,  leaving:  a  net  operating  revenue  of  $153,619, 
to  which  is  added  $4,315  non -operating  income. 

3.  If  the  company  i^^  allowed  an  increase  of  one  cent  in  the  rate  of  fare  the 
incM-ease  in  net  revenues  will  be  approximately  $195,000.  There  should  be 
deducted  from  the  $10,000  additional  tax  to  be  paid  on  account  of  increased 
gross  receipts,  leaving  $185,000  net. 

4.  The  estimated  net  increase  of  $185,000  added  to  the  net  income  for  1920 
results  in  a  sum  of  $343,000  which  approximately  is  the  estimated  amount  that 
would  be  obtained  from  an  eight  cent  fare. 

5.  The  foregoing  sum  is  nearly  a  seven  per  cent,  return  on  the  .highest  esti- 
mate of  value  of  the  company's  property  and  approximately  eight  per  cent,  on 
the  lowest. 

6.  The  Board  is  not  satisfied  that  a  fare  of  ten  cents  is  just  and  reasonable. 
If  such  fare  should  be  charged  and  the  number  of  passengers  as  estimated  by 
the  company  should  be  carried  the  return  to  it  would  be  more  than  it  is  fairly 
entitled  to  receive.  If  the  result  of  such  fare  should  materially  curtail  use  of 
the  service  its  value  would  be  lessened  to  the  public  and  the  company  might 
not  obtain  more  revenue  than  would  accrue  under  an  eight  cent  fare. 

7.  The  Board  holds  the  existing  rate  of  fare  of  seven  cents  to  be  unreason- 
able and  authorizes  a  fare  of  eight  cents  to  be  charged  with  a  continued  charge 
of  one  cent  for  a  transfer. 

» 

A])pearances : 

Edgar  \S\  Hunt,  of  Katzenbadi  &  Hunt,  for  the  Petitioner. 

Henry  M,  Hart  man  and  Meiritt  Lane,  for  City  of  Trenton. 

//.  T.  SalieHhuaite,  for  Lawrence  Township. 

C.  Jl.  Rnhlman,  for  Borough  of  Pennington. 

E,  C,  Tjong,  for  ITopewell  Township. 

Richard  Sfoch'ton,  Sd,  for  Princeton  Borough  and  Princeton  Town- 

sliip. 

This  proceeding  was  l)egim  as  an  emergency  proceeding  upon  the 
theory  of  the  ca.^e  of  O'Brien  r.  Board  of  Public  Utility  Commission- 
ers, hut  as  the  case  progressed,  counsel  for  the  applicant  stipulated 
that  the  valuation  heretofore  taken  by  the  Board  in  other  proceedings 
of  this  applicant  should  he  considered  in  this  case.  It  was  further 
stipulated  by  counsel  for  the  company  that  if  the  Board  disapproved 
the  rate  filed,  viz..  ten  cents,  it  might  fix  whatever  rate  in  the  judg- 
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ment  of  the  Board  would  be  just  and  reasonable.  Pending  the  prog- 
ress of  the  case,  the  appraisal  made  by  the  experts  employed  by  the 
valuation  commission  pursuant  to  Chap.  351  of  the  T^aws  of  1920, 
was  filed  with  the  valuation  commission,  and  by  it  with  this  Board. 

By  an  amendment  to  the  Act  of  1920  (Chap.  351,  Laws  of  19'^1) 
such  valuation  is  made  presumptive  evidence  in  any  proceeding  before 
this  Board,  provided,  however,  that  the  person  or  persons  who  made 
such  valuation  be  subjected  to  cross-examination.  The  act  also  pro- 
vides that  any  other  valuation  may  be  considered.  We  have  before 
us,  therefore,  the  following  situation:  A  case  submitted  upon  the 
theory  of  the  O'Brien  case,  or  war  emergency  doctrine,  enlarged 
in  scope  by  the  stipulation  of  the  applicant  to  a  case  in  which  not 
merely  the  elements  of  an  emergency  case  were  presented  but  all  the 
elements  necessary  to  the  fixation  of  a  just  and  reasonable  rate,  are  to 
be  ascertained  after  a  consideration  not  only  of  the  facts  presented  in 
the  applicant's  petition  and  the  applicant's  evidence,  but  in  the  Board's 
valuations  in  the  past,  and  the  Ford,  Bacon  &  Davis  valuation  fur- 
nished by  the  valuation  commission,  under  the  acts  aforesaid. 


VALIATIOX. 

In  accordance  with  the  stipulation,  the  Board  will  therefore  con- 
sider the  valuation  heretofore  fixed  by  it  in  its  reports  of  December 
13th,  1915,  and  December  26th,  1919.  The  Beard's  determination 
in  the  first  case  was  reviewed  by  the  Courts  and  its  action  in  that 
case  sustained.  The  following  is  quoted  from  the  deci>ion  of  the 
Board  of  December  26th,  1919: 

"In  earlier  proceedings  affecting  the  rates  charged  and 
sought  to  be  charged  by  the  company,  the  Board  had  before  it 
for  its  consideration  several  appraisals  including  one  presented 
by  the  company.  In  the  present  proceedings  the  company 
offered  a  new  inventory  and  appraisal  made  for  it  by  the  J.  G. 
White  Engineering  Company.  By  stipulation  all  of  the  testi- 
mony which  was  before  the  Board  in  the  former  proceedings 
was  made  a  part  of  the  record  in  the  present  proceedings,  so 
that  the  Board  now  has  before  it  four  appraisals,  viz.,  the  so- 
called  'Betts*  Appraisal,'  the  'Brackenridge  Appraisal'  the 
company's  first  appraisal  and  the  J.  G,  White  appraisal.'' 
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In  the  Board's  report  of  December  26th.  1919,  the  value  of  the 
company's  property  was  found  to  be  $3,918,011  (Vol.  VII,  P.  U.  C. 
Reports,  p.  466).  In  this  figure  there  was  included  working  capital 
to  the  amount  of  $100,000;  the  fixed  capital,  therefore,  as  of  Septem- 
ber 30th,  1919,  amounted  to  $3,818,011.  The  value  of  the  net  ad- 
dition;s  from  September  30th,  1919,  to  December  31st,  1920,  including 
change  in  construction  work  in  progress,  amounts  to  $139,045,  making 
the  total  fixed  capital  as  of  December  31st,  1920,  $3,957,056.  To 
this  should  ])e  added  adjustments  to  fixed  capital  account  for  replace- 
ments made,  approximately  100  \)er  cent,  above  pre-war  costs,  the 
increased  investment  in  which  is  not  reflected  in  the  above  totals, 
$62,500;  working  capital  $140,000;  realized  depreciation  not  earned 
— balance  in  property  abandoned  account — as  of  December  31st,  1920, 
$95,101 ;  making  a  total  of  $4,254,657.  The  Ford,  Bacon  &  Davis 
appraij^al  based  upon  pre-war  costs  was,  $4,334,192. 

In  addition  to  the  valuation  heretofore  fixed  by  the  Board  with 
the  additions  made  thereafter  at  war  prices,  namely,  $4,254,657.  there 
was  an  appraisal  of  J.  G.  Whit«  &  Company  in  a  former  prweeding, 
in  which  war-time  prices  were  recognized,  of  e$4,875,000.  The  Ford, 
Bacon  &  Davis  report,  liowever,  expressed  a  conclusion,  not  based 
upon  actual  cost^,  that  the  value  of  the  property,  taking  into  consid- 
eration j>re-war  prices,  war  prices  and  post-war  prices,  would  be  in 
the  neighborhood  of  $5,000,000. 

Giving  due  consideration  to  these  a])praisals,  we  are  called  upon  to 
determine  whether  the  fare  the  petitioner  proposes  to  charge  would 
be  just  and  reasonable;  if  not,  whether  the  existing  fare  should  be 
maintained  or,  if  this  is  unreasonable,  what  fare  should  be  fixed. 


operating  expenses. 

In  1920,  the  operating  revenues  amounted  to  $1,401,863;  the  op- 
erating expenses,  excluding  taxes,  maintenance  and  depreciation, 
amounted  to  $802,848;  the  depreciation  and  maintenance  $350,466 
and  taxes  $94,930,  making  a  total  for  o])erating  expenses  and  taxes  of 
$1,248,244,  leaving  a  net  operating  revenue  of  $153,619.  To  this 
must  be  added  the  sum  for  non-operating  income  of  $4,315,  making 
the  gross   corporate   income   $157,934,  say   $158,000.     The   revenue 
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pasv^engers  for  the  year  1918  were  18,678,521,  for  the  year  1919, 
19,047,549;  for  the  year  1920,  19,277,305.  Xotwitlustaading  the  in- 
crease in  the  rate  of  fare  which  this  Board  previously  allowed  this 
company  from  six  to  seven  cents,  the  numl)er  of  passengers  increased 
the  addition  of  one  cent  apparently  not  having  had  a  very  appreciable 
effect  upon  the  expected  normal  increase  of  passengers  which  the 
company  would  have  had  without  a  fare  increase. 

The  number  of  passengers  for  the  first  three  months  of  this  year 
was  5,011,812.  In  this  proportion  the  total  number  for  the  year 
would  be  approximately  20,000,000  with  a  continuance  of  the  present 
rate  of  fare. 

Judging  by  the  experience  of  the  company  on  the  former  increases 
of  fares,  we  are  of  opinion  that  the  number  of  riders  for  the  year 
1921  will  not  fall  below  19,500,000.  If  the  company  be  allowed  an 
increase  of  one  cent  in  the  rate  of  fare,  the  increase  in  its  revenues 
will  be  approximately  $195,000.  From  this  should  be  deducted  ap- 
proximately $10,000  additional  franchise  tax  which  must  be  paid  on 
accooint  of  the  increased  gi-oss  receipts  leaving  $185,000.  The  net 
revenue  of  the  company  at  the  ])resent  rate  of  fare  of  seven  cents 
can  be  s^afely  estimated  to  be  at  least  the  same  as  such  revenue 
amounted  to  last  year,  viz.,  $158,000.  The  sum  of  these  two  items, 
viz.,  $185,000  and  $158,000— $343,000,  is  approximately  the  net  in- 
come which  the  Board  estimates  that  the  company  would  receive  with 
an  eight-cent  fare. 

This  sum  is  nearly  a  seven  per  cent,  return  on  the  highest  estimate 
of  value  of  the  property  and  approximately  eight  per  cent,  on  the 
lowest. 

Since  the  last  adjustment  of  the  rates  of  this  company  there  has 
been  a  very  material  increase  in  operating  costs  and  taxes.  While 
the  costs  of  some  commodities  used  by  the  company  are  lower  than 
they  were  at  the  peak,  the  cost  of  operation  through  economic  causes 
is  much  higher  than  it  was  in  1919.  There  is  not  at  this  time  any 
prospect  that  the  downward  trend  of  prices  will  so  lessen  operating 
costs  in  the  immediate  future  as  to  effect  the  conclusions  reached  in 
this  case.  It  is  apparent  from  the  evidence  that  under  the  existing 
rates  of  fare  the  company  is  not  obtaining  a  reasonable  return  upon 
the  fair  value  of  its  property  used  and  useful  in  the  service  of  the 
public  and  that  it  is  entitled  to  some  increase.     The  Board   is  not 
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satisfied,  however,  that  a  fare  of  ten  cents  is  just  and  reasonable  and 
withholds  approval  of  the  same.  If  such  fare  should  be  charged, 
and  the  number  of  passengers  as  estimated  by  the  company  should 
be  carried,  the  return  to  it  would  be  more  than  it  is  fairly  entitled  to 
receive.  If,  however,  the  result  of  such  a  fare  should  materially  cur- 
tail the  use  of  the  trolleys,  the  value  of  the  service  would  be  impaired 
and  lessened  to  the  public  and  the  company  might  not  obtain  more 
revenue  than  would  accrue  under  an  eight-cent  fare. 

The  Board  finds  and  determines  that  the  existing  rate  of  fare 
charged  by  the  petitioner  is  insufficient  and  unreasonable. 

It  further  finds  and  determines  that  a  fare  of  eight  cents  to  t>e 
charged  where  sc^ven  cents  is  now  charged,  with  the  continued  charge 
of  one  cent  for  a  transfer,  would  be  just  and  reasonable  and  will  au- 
thorize the  company  to  charge  the  same,  effective  June  27th,  1921. 
The  Board  will  retain  jurisdiction  of  this  proceeding  to  charge  the 
rate  herein  allowed  as  and  when  conditions  may  require. 

Dated  June  20th,  1921. 


No.  907. 

IX  TTIF:   ifATTER  OF  THE  PeTITIOX   OF  THE  ELECTRIC    CoNDUITS 

Company 


vs. 
Pi'BLic  Service  Electric  Company  for  Service  Connection. 

1.  standardization  of  equipment  in  the  •business  of  furnishing  electrical  cur- 
rent is  highly  desirable. 

2.  The  equipment  through  which  the  petitioner  asks  for  service  differs  in  a 
number  of  respects  from  the  specifications  of  the  respondent. 

3.  It  does  not  appear  that  the  specifications  complained  of  prevent  the  peti- 
tioner from  securing  in  the  open  market  at  a  reasonable  price  a  device  or 
equipment  which  will   meet  the  respondent's  requdrement. 

4.  The  Board  holds  that  the  refusal  of  the  respondent  to  supply  current 
through  the  appliances  furnished  by  the  petitioner  is  not  unreasonable. 
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Williaan  J.  Donv^d,  for  the  Petitioner. 
L.  D.  H.  Giimour^  for  the  Respondent. 

The  petition  in  this  case  shows  that  Electric  Conduits  Company 
is  a  corporation  of  this  State  engaged  in  business  in  the  City  of 
Plainfield  and  operates  certain  of  its  machinery  and  lights  its  plant 
by  electricity;  that  it  applied  to  the  respondent.  Public  Service 
Electric  Company,  for  service  connections  from  its  distributing  wires 
to  the  wiring  installation  of  petitioner  and  for  the  furnishing  of 
electric  current;  that  it  desired  such  current  furnished  through  a 
certain  switch  in  a  switch  box  or  safety  cabinet  installed  by  petitioner 
and  that  respondent  refuses  to  furnish  current  through  the  switch  so 
installed. 

Respondent's  answer  admits  its  refusal  to  supply  current  but  justi- 
fies its  refusal  by  setting  up  that  the  installation  installed  by  ])eti- 
tioner  does  not  conform-  to  the  reasonable  rules  prescribed  by  re- 
spondent. 

Respondent  has  promulgated  certain  rules  or  specifications  as  to 
equipment  for  the  purpose  of  bringing  about  standardization  of  equip- 
ment and  uniformity  in  the  conduct  of  its  business.  The  primary 
objects  of  standardization,  according  to  the  testimony,  are,  the  devel- 
opment of  the  best  appliance  for  the  purpose  intended,  safety,  cost 
of  installation  and  cost  of  operation  and  maintenance. 

It  needs  no  extensive  argument  to  demonstrate  that  standardization 
of  equipment  in  the  business  of  furnishing  electrical  current  is  highly 
desirable.  The  question  before  the  Board  is  whether  the  refusal  of 
respondent  to  furnish  current  through  the  switch  and  safety  cabinet 
in  which  it  is  installed,  is  reasonable. 

The  specifications  in  question  require  certain  details  of  construction 
which  do  not  in  any  material  way  affect  the  efficiency  of  the  cabinet, 
such,  for  instance,  as  the  requirement  of  a  snaplock  interchangeable 
end  as  distinguished  from  a  slide  interchangeable  end;  end  hinge 
door  in  preference  to  side  hinge;  the  requirement  of  concentric  and 
"U"  knockouts  in  preference  to  the  ordinary  kind,  and  the  require- 
ment as  to  size  to  the  fraction  of  an  inch.  A  variance  in  any  of  these 
particulars  might  well  be  held  to  be  immaterial  and  the  action  of  the 
company  in  refusing  to  connect  for  service,  to  be  unreasonable.    Any 
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specifications,  however,  drawn  for  the  purpose  of  standardizing  equip- 
ment, must  nece-ssarily  he  more  or  less  arbitrary  in  certain  details. 

It  was  contended  on  behalf  of  the  petitioner  that  these  specifications 
are  unrea.«onable  in  that  they  require  the  installation  of  a  safety 
cabinet  which  practically  excludes  the  use  of  any  cabinet  except  one 
which  embraces  certain  features  which  are  covered  by  patent  rights 
and  are,  therefore,  in  effect,  closed  specifications.  The  evidence  does 
not  bear  out  this  contention. 

As  the  ostensible  puri)ose  of  the  proceeding  is  to  compel  respondent 
to  furnish  cuiTent  through  the  safety  cabinet  furnished  by  petitioner, 
the  evidence  submitted  was  necessarily  confined  to  that  question  and 
does  not,  therefore,  permit  of  a  broad  determination  as  to  the  reason- 
ableness of  the  specifications  in  their  application  to  all  appliances. 

The  equipment  through  which  petitioner  is  asking  for  service  difPers 
in  a  number  of  respects  from  the  specifications  of  respondent  in  the 
features  hereinbefore  enumerated  and  particularly  in  the  fact  that  it 
is  materially  smaller  than  the  specifications  retpiire.  This  latter 
difl*eience  is  important  in  respect  to  service  and  maintenance. 

Xor  does  it  appear,  from  the  evidence  before  the  Board,  that  the 
specifications  comjdained  of  ])revent  the  petitioner  from  securing  in 
the  open  market  at  a  reasonable  price  a  device  or  ecpiipment  which 
will  meet  the  requirement  of  the  respondent. 

We  are  therefore  of  the  opinion  that  the  refusal  of  the  respondent 
com])any  to  supply  current  through  the  appliances  furnished  by  the 
petitioner  is  not  unreasonable  and  the  application  will  be  denied. 

Dated  June  30th.  1921. 


No.  908. 

TX   THE  ^IaTTICU  of   THE  CoLLErTFOX    OF   A    SlOllVICE   ClIAROE   TiY   THE 

Coast  Gas  Co:mi»axv. 

1.  In  a  decision  tiled  July  27th.  1020,  the  Board  authorized  an  increase  in 
rates  designed  to  afford  the  petitioner  sufficient  additional  revenue  to  meet 
increased  operating  cost  amounting  to  $75,343. 

2.  The  company  claims  that  the  increast»d  charge  allowed  of  3i>  cents  ])er 
thousand  cubic  feet  applied  to  the  quantity  of  jras  sold  results  in  additional 
revenue  of  but  $50,600. 


Digitized  byCjOOQlC 


Reports  of  Board  of  Public  Utility  Commissioners.       137 

Coast  Gas  Co.— SiTvice  Charge. 

3.  It  asks  that  a  yearly  service  charj^e  applicable  to  summer  .customers  be 
allowed  or  that  it  be  advised  fnun  what  souirces  the  full  amouut  cif  the  esti- 
mated revenue  should  come, 

4.  Since  the  rate  was  increased  tlie  Board  has  reduced  the  heating  standard 
for  gas  and  it  appears  also  that  the  price  of  gas  oil  to  the  petitioner  has 
materially  decreased. 

5.  It  is  estimated  that  the  decreased  cost  of  manufacture  is  more  than  suffi- 
cient to  equalize  the  difference  between  the  actual  revenue  and  that  estimated 
in  the  prior  pro<*eedinK.    The  petition  is  denied. 

L.  C.  Ritchie,  for  the  Petitioner. 

Ifurry  Cooper,  for  the  Borough  of  Belmar. 

The  |)etition  in  this  proceeding  is  hased  chiefly  upon  certain  find- 
ings in  a  decision  filed  July  2Tth,  1920,  hy  the  ])redeces6ors  to  the 
existing  Board  of  Puhlic  Utility  Commissioners.  This  decision  au- 
thorized an  increase  of  35  cents  ])er  thousand  euhic  feet  in  the  coni- 
panyV  charge  for  gas. 

The  company  claims  that  hecause  it  was  unahle  to  make  the  in- 
crease effective  until  August  1st,  1920,  it  would  not  obtain  in  the 
summer  of  1920  the  additional  revenue  contemplated,  and  that  if  this 
had  heen  obtained  it  would  have  been  less  than  the  Board  held  it 
should  receive  to  meet  increased  costs  of  operation. 

The  company  states  the  Board  estimated  an  annual  sale  of  gas  for 
1920  of  170,000,000  cubic  feet:  that  the  35  cents  per  thousand  cubic 
feet  additional  charge  allowed  ajiplied  to  the  estimated  sale  of 
170.000.000  cubic  feet  would  prmluce  but  $59,500  additional  revenue, 
and  that  the  Board  found  the  increa*sc»s  in  operating  costs  amounted  to 
$75,343 ;  that  there  was,  therefore,  a  deficit  of  $15,843  not  elsewhere 
provided  for  unless  through  the  application  of  a  yearly  ^ervice  charge 
on  all  meters,  payable  in  advance  by  summer  ccmsumers  and  in 
monthly  installments  by  yearly  consumers;  that  the  company  had 
acted  upon  the  assumption  that  the  additional  revenue  of  $15,843  was 
to  he  jH-ovided  through  this  nje(\ium,  but  that  there  had  arisen  a 
question  as  to  the  right  of  the  company  to  exact  advanced  ])aymcnt 
of  the  service  charge. 

The  Board  is  asked  to  authorize  the  com])any  to  a])ply  a  yearly 
ser\ice  charge,  or  in  the  absence  thereof,  that  the  company  be  ad- 
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vised  from  what  sources  the  revenue  awarded  by  the  Board  of  $75,343 
is  to  come  from. 

It  appearing  that  to  grant  the  petition  of  the  company  would  result 
in  an  increased  cost  for  gas  to  all  the  seasonal  customers  in  the  terri- 
tory served  by  the  company,  the  company's  application  was  placed 
on  the  Board^s  calendar  for  hearing  and  notice  was  given  to  the 
municipalities  in  which  the  company  operates.  At  the  direction  of 
the  Board  the  company  also  caused  a  notice  to  be  inserted  in  news- 
papers circulating  in  the  territory  served. 

At  the  hearing  but  one  municipality  (Belmar)  was  represented. 
Testimony  and  exhibits  were  submitted  by  the  company  tending  to 
show  its  receipts,  operating  expenses  and  general  financial  condition. 
The  companjr^s  witness  was  cross-examined  by  the  attorney  for  Belmar 
and  a  brief  was  submitted  by  him. 

A  review  of  the  decision  of  the  former  Board  supports  tne  state- 
ment of  the  company  that  the  Board  estimated  the  increased  operating 
costs  would  amount  to  $75,343.  It  would  seem  from  reading  the  re- 
port that  the  Board  intended  the  increased  operating  costs  should  be 
met.  It  is  true,  as  stated  by  the  company  that,  upon  an  estimate  of 
the  sale  of  170,000,000  cubic  feet  of  gas,  an  increase  of  35  cents  per 
thousand  cubic  feet  would  fall  considerably  short  of  meeting  the  in- 
creased operating  costs. 

The  company's  rate  schedule  as  authorized  by  the  Board  provides 
for  a  monthly  service  charge  of  25  cents  for  each  connected  customer 
served  through  a  three  or  five-light  meter;  for  customers  served 
through  larger  meters  an  additional  service  charge  of  one  cent  per 
one  light  increase  in  capacity  of  the  meter  is  authorized. 

While  it  may  have  been  the  intention  of  the  Board  at  the  time  its 
decision  was  filed  in  1920  to  authorize  the  collection  of  a  yearly  ser- 
vice charge  in  advance  from  seasonal  customers,  the  report  of  the 
Board  does  not  authorize  this.  In  its  report  the  Board  stated,  how- 
ever, that  the  schedule  of  rates  allowed  by  it  was  based  on  the  dis- 
tribution of  gas  under  a  standard  of  600  B.  t.  u. ;  that  if  the  standard 
should  be  changed  the  rate  would  be  subject  to  revision  by  reason  of 
an  alteration  in  the  standard. 

By  an  order  issued  August  3d,  1920,  the  Board  lowered  the  heating 
standard  for  gas  to  525  B.  t.  u.    The  company's  witness  testified  that 
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the  company  had  taken  advantage  of  this  and  had  lowered  the  heating 
standard ;  that  this  resulted  in  a  saving  of  from  %  of  a  gallon  to  a 
gallon  of  oil  for  each  one  thousand  feet  of  gas  manufactured.  The 
price  of  gas  oil  in  the  Board's  report  was  taken  at  14  cents  per  gal- 
lon. Taking  the  smaller  of  the  company's  estimate:^  as  to  the  amount 
of  oil  saved  in  the  reduction  of  the  standard,  namely,  %  of  a  gallon,, 
for  each  thousand  cubic  feet  of  gas,  the  cost  of  manufacturing 
170,000,000  feet  of  gas  would  be  $17,850  less  than  the  Board's 
estimate.  This  is  more  than  sufficient  to  equalize  the  differ- 
ence between  the  Board's  estimate  of  increased  operating  costs  and 
the  amount  of  additional  revenue  to  be  obtained  from  the  increased 
charge  of  35  cents  per  thousand  cubic;  feet  applied  to  sales  of  170,000,- 
000  cubic  feet. 

It  appears,  furthermore,  that  since  the  increase  in  rates  was  author- 
ized the  cost  of  oil  has  materially  decreased  and  that  other  operating 
expenses  are  less  than  they  were  a  year  ago.  Taking  this  into  consid- 
eration, we  are  of  the  opinion  that,  notwiths^tanding  the  apparent 
discrepancy  in  the  report  of  July  27th,  1920,  between  the  estimates  of 
increased  operating  costs  and  the  amount  of  additional  revenue  to  l)e 
derived  from  the  sale  of  170,000,000  cubic  feet  of  gas  at  an  increase 
of  35  cents  per  thousand  cubic  feet,  a  further  increase  in  rates  would 
not  be  justified.    The  petition  therefore  is  denied. 

We  are  not  satisfied,  however,  that  the  present  method  of  charging 
is  the  most  equitable  that  could  be  devised  between  the  all  year  and 
seasonal  customers,  or  that  the  present  schedule  of  rates  should  not 
be  adjusted  to  changed  conditions  before  the  peak  demand  of  next 
summer.  We  will,  therefore,  retain  jurisdiction  in  this  proceeding 
and  will  make  such  modifications  in  the  rate  schedule  of  the  company 
as  would  upon  further  inquiry  appear  to  be  just  and  reasonable. 

Dated  June  30th,  1921. 
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No.  909. 

In  the  Matter  of  the  Ixvestigatiox  of  the  Reasoxablkn'ess  of 
THE  Kates  of  the  Public  Service  Eailway  Company. 

1.  In  determining  the  value  of  the  propertj-  of  a  street  railway  company  in 
a  rate  proceeding,  the  properties*  of  a  number  of  companies  owned  or  con- 
trolled by  the  street  railway,  but  not  used  for  street  railway  purposes,  are 
excluded. 

2.  Amounts  paid  by  the  government  for  construction  work  during  the  war 
are  excluded. 

8.  The  railway  company  turned  over  to  an  electric  company  all  of  its  power 
stations,  transformer  stations,  substations  and  its  transmission  system,  to- 
gether with  certain  parcels  of  real  estate,  the  electric  company  agreeing  to 
supply  all  the  electric  energy  necessary  for  the  operation  of  the  railway  com- 
pany at  the  actual  average  cost  of  labor  and  material  (exclusive  of  any  charges 
or  allowances  for  depreciation  and  taxes)  for  producing  and  delivering  such 
energy  to  the  distributing  lines  of  the  railway  company.  The  electric  company 
fui-tlier  agreed  to  install,  as  and  when  necessary,  additions  and  extensions  to 
it*  property  to  meet  the  increasing  demands  of  the  railway  company,  assuming 
all  bu«rdens  of  financing  such  additions  and  extensions,  with  the  obligation  on 
the  part  of  the  railway  company  to  pay  the  electric  company  six  per  cent,  per 
annum  on  the  cost  of  such  additions  and  extensions,  in  addition  to  the  operating 
cost  as  referred  to  above.  The  street  railway  company  received  $2,000,000 
cash  for  the  property  turned  over.  The  engineers  employed  by  the  State 
Appraisal  Commission  state : 

"In  view  of  the  fact  that  this  lease  is  between  two  companies  both 
of  which  are  practically  100  per  cent,  controlled  by  one  interest,  namely, 
Public  Service  Corporation  of  New  .Jersey,  it  was  not  deemed  proper  to 
assign  any  specific  value  to  the  lease  per  «e,  but  its  potential  value  has 
been  given  due  consideration.*' 
The  Board  agrees  with  this  reasoning. 

4.  Following  the  rule  laid  down  by  the  United  States  Supreme  Court  in  the 
Minnesota  rate  cases,  the  Board  holds  that  the  reproduction  value  of  lands  to 
be  considere<l  as  an  element  in  determining  the  fair  rate-making  value  of  a 
public  utility  property  is  that  based-  upon  the  value  of  adjacl'ent  similar  lands, 
without  increments,  for  conjectural  damages,  acquisition,  or  other  incidental 
costs.  Items  purchased  far  in  advance  of  their  need,  or  remaining  in  the 
hands  of  the  company  years  after  their  usefulness  has  departed,  cannot  Iw 
included  in  an  appraisal  based  upon  a  consistent  theory. 

5.  No  finding  is  made  as  to  a  specific  amount  to  be  allowed  for  promotion 
expenses,  but  consideration  is  given  to  these  in  determining  development  cost 
as  going  value. 

t).  In  this  particular  case  it  appears  that  unus^ual  care  was  taken  in  pre- 
paring the  inventories.  A  si)ecial  effort  was  made  to  list  all  properties ;  also 
the  engineer.**  had  the  advantage  of  all  preconst ruction  recoi-ds  in  possession  of 
the   company,   from  which   it   would   appear   that    much   information   could    be 
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obtained  as  to  difficulties  encountered  during  construction.  Very  liberal  allow- 
ances were  made  in  determining  unit  prices.  In  most  instances  some  amount 
wa^  added  to  unit  prices  to  cover  contingencies  and  omissions.  It  is  inconceiv- 
able, taking  into  consideration  the  care  exercised  in  preimring  the  inventories 
and  allowances  ntade  in  building  up  unit  prices,  that  any  item  of  cost  has 
been  omitted.  An  appraisal  of  a  known  property  plainly  is  not  comparable 
with  estimating  cost*  from  plans  where  conditions  are  unknown.  The  Boaixi 
holds  that  no  allowance  should  be  made  for  contingencies  beyond  those  included 
in  the  unit  prices  and-  in  the  quantities  themselves. 

7.  For  items  other  than  land  the  Board  finds  and  determines  that  the  rate 
of  interest  allowable  during  construction  should  be  computed  at  a  rate  between 
six  and  three-quarters  and  seven  per  cent,  uiwn  the  physical  property  for  the 
entire  construction  period. 

S.  The  Board  finds  and  determines  that  all  amounts  claimed  for  commissions 
and  discounts  should  be  excluded  in  determining  fair  value,  and  that  due  con- 
sideration will  be  given  to  thes?  claims  in  determining  the  fair  rate  of  return. 

0.  Consideration  is  given  to  supers>eded  property  in  determining  a  proper 
allowance  for  development  expenses  or  going  valu^. 

10.  In  the  Passaic  gas  case,  decided  by  this  Board  December  20th,  1912.  it 
was  said :  "To  obtain  present  value  it  becomes  necessary  to  deduct  from  the 
estimated  cost  to  reproduce  new  the  accrued  depreciation."  In  dealing  with 
accrued  depreciation  the  Board  follows  the  rule  laid  down  in  the  Passaic  gas 
case,  which  it  understands  to  be  in  accordance  with  the  rule  laid  down  by  the 
United  States  Supreme  Court.  From  all  the  evidence  the  Board  finds  and 
determines  that  there  should  be  deducted  for  accrued  depreciation  from  costs 
new  of  all  the  street  railway  properties  other  than  lands  $13,500,000. 

11.  In  fixing  the  value  of  this  projwrty  current  prices  or  tile  appreciated 
valufs  will  be  considered.  How  much  weight  should  be  attached  to  present- 
day  prices  i<*  a  question  that  cannot  be  determined  by  any  hard  and  fast  rule. 
Certainly,  while  sufficient  consideration  must  be  given  them,  it  would  mani- 
festly be  unjust  to  make  them  the  sole  test  of  fair  value.  Appraisals  made 
following  the  theory  of  cost  of  reproduction  new  necessarily  cover  apprecia- 
tion to  the  time  of  the  appraisal.  In  this  record  appraisals  on  pre-war  basis 
reflect  the  appreciation  to  about  1012,  excepting  lands  which  are  appraised  at 
pre«ent-day  prices ;  therefore  all  appreciation,  if  any,  in  lands  would  be  taken 
care  of.  Another  important  recognition  of  present-day  prices  results  from 
the  fact  that  the  additions  made  to  this  property  since  January  1st,  1010,  hnve 
been  included  at  the  actual  full  wartime  cost.  Complying  with  the  rule  laid 
down  by  the  United  States  Supreme  Court,  and  after  carefully  considering 
all  the  evidence  as  to  the  general  upward  trend  of  prices,  and  also  giving  due 
consideration  to  present-day  prices,  the  Board  finds  and  determines  that  an 
allowance  for  appreciation  is  reasonably  represented  by  $12,000,000. 

12.  In  view  of  the  settled  law  on  this  6ubje<-t  in  this  State  and  in  the 
Unite<l  States,  the  question  of  making  an  allowance  for  going  value  is  no 
longer  open  to  discussion.  That  a  going  concern  has  a  value  over  and  above 
the  value  of  the  physical  property  employed  is  self-evident.  From  the  very 
nature  of  this  element  of  value  it  cannot  be  arrived  at  with  accuracy,  but 
must  necessarily  be  consideretl  in  the  light»of  all  the  facts  in  each  particular 
ease.  The  Public  Service  Railway  Company  is  an  amalgamation  of  a  large 
number  of  separate  entities.     As  a  result  there  is  a  uniform  operation  which 
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gives  to  the  system  as  a  whole  a  greater  value  than  would  accrue  from  the 
operation  of  its  numerous  parts  as  sepaiut'e  and  distinct  units.  After  giving 
due  consideration  to  all  the  evidence  bearing  upon  that  element  of  value 
known  as  "going  value/*  and  to  all  the  facts  having  any  bearing  upon  the 
matter,  the  Board  finds  and  determines  that  an  allowance  for  going  value  is 
reasonably  represented  by  $12,000,000. 

13.  When  used  for  the  purpose  of  aidiing  in  the  determination  of  the  value 
of  property  at  the  present  time,  "historical  cost"  is  the  cost  as  shown  by 
re<*ords  of  so  much  of  the  property  as  is  found  in  place  today.  In  determining 
value  t)ased  upon  original  cost,  it  may  be  necessary  to  make  certain  deductions 
for  accrued  depreciation  and  certain  additions  for  appreciation,  but  the  result 
so  obtained  has  reference  to  value  and  not  at  all  to  cost.  An  analysis  of  the 
testimony  and  exhibits  relating  to  historical  costs  of  this  property,  taking  into 
account  the  various  corrections  madie  on  cross-examination,  shows  a  total  his- 
torical cost  of  railway  property  existing  December  31st,  1920,  of  $72,779,345. 

14.  In  making  up  the  value  of  the  property  of  a  utility  company  allowance 
must  be  made  for  working  capital.  The  Board  finds  and  determines  that 
working  capital  is  needed  by  the  company  for  two  purposes: 

Ist.  Because  of  investment  in  materials  and  supplies; 
2d.  To   cover   the  amounta   needed    in   advance   to   meet  charges   for 
insurance,  licenses  and  other  similar  items  in  the  aggregate. 
One  and  one-half  million  dollars  is  held  to  be  amply  sufficient  for  these  purposes. 

15.  Three  estimates  of  physical  cost  of  the  properties  were  presented  in 
evidence,  excluding  intangibles  and  everything  else  except  pure  physical  costs. 
These  estimates  are  as  follows : : 

Cooley,  cost  new,  approximately $09,000,000 

Ford,  Bacon  &  Davis,  cost  new,  approximately 70,000,000 

Wolff,  cost  new    (historical) 72,779,345 

The  Board  takes  the  figure  of  $70,000,000.  which  it  considers  as  the  cost  new^ 
of  the  property  deducts  therefrom  depreciation  and  adds  to  the  resultant, 
appreciation,  going  value  and  working  capital. 

16.  After  considering  all  the  evidence  in  this  case  relating  to  the  value  of 
the  properties  of  the  Public  Service  Railway  Company,  the  historical  cost, 
cost  of  reproduction  new,  accrued  depreciation,  appreciation,  including  all 
overheads,  going  value,  contingencies,  cash  working  capital,  materials  and 
supplies  and  all  other  elements  of  value,  tangible  and  intangible,  and  having 
considered  the  company  as  a  going  concern  with  attached  business,  the  Board 
finds  and  determines  the  fair  value  for  rate-making  purposes  to  be  $82,000,000. 

17.  The  total  number  of  passengers  to  be  transported  for  the  year  beginning 
August  1st,  1921,  is  taken  as  follows: 

Base  rate  fares  301,130,000 

School  fares 5,300,000 

Total  first  fares   306,430,000 

Transfer  fares  on  2c.  basis 75,000,000 

Total  of  all  fares ^ 441,430,000 

Tlie  total  revenue  deddictions,  including  $900,000  for  depreciation  in  way  and 
structures,  $200,000  depreciation  in  equipment  and  $2,380,000  for  taxes,  is 
estimated  as  $21,708,641. 
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18.  In  estimating  charges  to  depreciation  account  the  Board  holds  there 
should  be  a  charge  of  substantially  $300,000  a  year  to  make  up  past  de- 
ficiencies and  $800,000  a  year  normal  annual  appropriation;  the  total  of 
$1,100,000  to  be  appropriated  annually  during  the  next  five  years,  subject  to 
change  by  order  of  the  Board  as  the  facts  may  warrant. 

10.  The  Board  finde  and  determines: 

(1)  That  the  value  of  the  property  of  the  company  used  and  useful  in  the 
public  service  is  $82,000,000. 

(2)  That  the  operating  expenses  of  the  company,  including  taxes  and  de- 
preciation, will  not  exceed  $21,708,000. 

(3)  That  a  return  of  $5,842,500  is  a  fair  return  upon  the  above  valuation. 

(4)  That  such  return  will  give  to  the  company  a  rate  of  slightly  over  seven 
per  cent,  upon  mich  valuation. 

(5)  That  the  total  requirements  of  the  company,  including  the  said  return 
of  $5,842,500,  will  be  $27,550,641. 

(6)  That  the  increase  in  the  charge  for  a  transfer  from  one  cent  to  two 
cents  will  produce  an  additional  income  of  approximately  $715,000  a  year  to 
the  company. 

(7)  That  such  increase  in  the  charge  for  transfers,  together  with  the  reduc- 
tion in  cost  of  operation  and  wages  and  the  other  adjustments  in  operating 
expenses  as  found  by  the  Board  will  produce  a  sufllcient  revenue  to  enable 
the  company  to  meet  all  its  requirements  for  operating  expenses,  taxes  and 
depreciation  and  will  afford  a  reasonable  return  upon  the  value  of  the  property 
used  and  useful  found  by  the  Board. 

Thx>mas  N.  McCarter,  E.  W,  Wakelee,  Frank  Bergen,  L,  D.  IL  Gil- 
monr  and  A.  E.  Armstrong,  for  the  Company. 

L.  Edward  Herrmann,  for  the  Board. 

For  the  Municipalities — 

C.  M.  Egan  and  George  L.  Record,  for  Jersey  City. 

J.  //.  Dougherty  and  D,  J.  Murry,  for  Bayonne. 

E,  G.  C,  Bleakhj  and  Chiirles  H,  Ellis,  for  Camden. 

P.  //.  Harding,  J.  K.  TAppiucott  and  C.  R,  Bacon,  for  Haddon- 

field. 
C.  \y.  Letzgus  and  D,  M,  Anderson,  for  Gloucester  City. 
C.  B.  Wright,  for  Clementon. 

R,  B.  Lewis,  Francis  Scott  and  A.  //.  RadcHffe,  for  Paterson. 
FranJc  B,  Jess,  for  Borough  of  Haddon  Heights. 
W.  C.  Marshall,  for  Citizens  of  Haddonfield. 
Borden    I).    Whiting   and    .1.    E.    Burling,    for   Town   of   We.^t 

Orange. 
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Albert  Scheflin,  for  Pensauken. 

(iarfield  PancoaM,  for  Laurel  Spring?. 

William  R,  Cotd-Hii,  for  Borough  of  Garwood. 

F,  J/.  Archer  and  William  A.  Searle,  for  rbanii)er  of  Commerce. 
Camden. 

•/.  Garland  If  am  tier.  Jr.,  for  Town  of  Belleville. 

Charles  A,  Wolrerion  and  Fredericl-  Long,  for  Audubon. 

James  V.  Mr  Adams,  for  Woodlynne. 

Thomm  S.  J.  Harlow,  for  Afaple  Shade. 

-4.  7.  Draijion,  for  Englewood. 

(leorge  Gold,  for  City  of  Clifton. 

ir.  C.  Asper  and  E,  W,  Grauert,  for  Woehawken. 

C  H.  Stefunrt  and  Eugene  Tvriou^,  for  Irvington. 

T/uiher  Shafer,  for  Township  of  Lvndhurst. 

I).  IT.  Slai/barJk'  and  William  W.  Crane,  for  Verona. 

Leo  Goldberger,  for  Perth  Am  hoy. 

.4.  0.  ^fiUer  and  J.  TL  McGnire,  for  Passaic. 

Orrille  P,  DewHi,  for  Xational  Park. 

F.  If,  Sommer,  for  Associated  ^funicipalities. 

L.  F,  Dodil,  J.  C.  Barclay,  Eugene  W.  Leal-e,  and  Commissioner 
Pirl'en,  for  Montclair. 

J.  //.  If  nil,  for  Xutley. 

James  S.  Gradwell,  for  OaklMi. 

Thomas  W.  Jarl\  Thomas  W,  Dareg  and  J.  B.  Kafeji,  for  Col- 
lings  wood. 

U,  G,  Bennett,  for  Merchantville. 

F.  A,  Gerunn.^,  for  Clementon  Township. 


history  of  the  case. 

The  Public  Service  Kail  way  Company  on  ^Nfarch  ."ith,  1918,  filed 
a  petition  with  the  Board  ])raying  for  the  approval  of  increased  rates 
claimed  to  be  necessary  by  abnormally  increased  costs  of  operation 
and  maintenance.  On  July  10th,  1918,  the  Board  filed  a  report  and 
issued  an  order  based  upon  the  increased  operating  costs,  and  in  ac- 
cordance with  suggestions  made  by  the  Federal  Government  that  State 
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('ommissions  shoulcl  render  such  assistance  as  might  be  possible  in 
order  to  continue  in  operation  the  various  public  utilities. 

Thereafter  various  intermediate  reports  and  orders  were  made  in 
this  proceeding. 

On  October  23d,  1918,  the  Board  issued  a  report  in  which  it  said: 
''Before  any    *    *    *    final  or  permanent  schedule  of  rates 
is  permitted  to  be  charged,  the  value  of  the  properties  of  the 
company  will  be  determined.     The  Board  has  required  the 
company  to  submit  to  it  a  complete  inventory  and  appraisal 
of  its  property    *    *    *.    At  as  early  a  date  as  is  practicable, 
with  due  regard  for  the  legitimate  interests  of  all  concerned, 
the  proceeding  will  be  concluded  and  the  return  which  the 
company  is  fairly  entitled  to  receive  upon  the  value  of  the 
property  will  be  fixed.'' 
In  the  various  orders  issued  throughout  this  proceeding,  the  Board 
specifically  retained  jurisdiction  of  the  matter. 

In  December,  1920,  the  company  filed  a  proposed  rate  of  ten  cents, 
with  free  transfers  where  seven  cents  and  a  penny  for  a  transfer  was 
theretofore  charged,  to  become  effective  January  1st,  1921.  Under 
date  of  May  25th,  1921,  the  Board  issued  a  report  and  order  denying 
the  application  for  a  ten-cent  fare. 

The  Supreme  Court  reversed  the  action  of  the  Board  and  has 
handed  down  an  order  requiring  the  Board  to  increase  the  rates  of 
fare  in  the  company's  application  for  a  ten-cent  fare.  The  Board 
believing  that  the  only  proper  method  of  arriving  at  a  just  and  stable 
rate  is  by  taking  into  consideration  all  elements  and  factors  including 
valuation,  appealed  from  the  order  of  the  Supreme  Court  and  re- 
quested the  Chancellor  to  convene  the  Court  of  Errors  and  Appeals 
for  the  purpose  of  procuring  a  stay  of  the  operations  of  the  Supreme 
Court's  order,  but  owing  to  the  fact  that  it  was  impossible  to  convene 
the  Court  at  this  time,  no  stay  of  the  Supreme  Court's  order  could  be 
obtained  and  that  order  commanding  an  increase  in  rates  based  upon 
the  evidence  in  the  ten-cent  case  alone  is  now  in  effect. 

Side  by  side  with  this  order  of  the  Supreme  Court  reqmring  the 
Board  to  fix  a  rate  on  the  evidence  in  the  ten-cent  case  alone  is  the 
mandate  of  the  I^egislature  as  expressed  in  the  acts  of  1920  and  1921, 
known  as  the  valuation  acts,  which  direct  this  Board  to  hand  down  a 
decision  in  the  valuation  case  within  three  months  of  the  date  of  the 
10 
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passage  of  said  act,  such  decision,  of  course,  to  be  based  upon  valuation 
as  well  as  other  elements.  Thus  there  are  two  mandates:  (1)  that 
of  the  Supreme  Court  directing  the  Board  to  increase  the  present 
rates  without  regard  to  valuation;  and  (2)  that  of  the  Legislature 
directing  the  Board  to  fix  a  just  and  reasonable  rate  in  which  valua- 
tion must  be  a  factor.  In  this  dilemma  the  Board  will  endeavor  as 
best  it  can  to  refrain  from  disobeying  either  authority.  It  is  in- 
tended and  hoped  that  the  conclusions  arrived  at  herein  will  comply 
with  both  directions. 

DESCRIPTION  OF  PROPERTY. 

In  order  that  the  conditions  under  which  the  I'Public  Service  Rail- 
way Company  operates  may  be  properly  understood,  a  brief  descrip- 
tion of  the  system  may  be  advisable. 

The  Public  Service  Bailway  Company  is  operating  a  system  of 
street  railways,  partly  owned  and  partly  leased,  under  the  authority 
of  a  large  number  of  franchises  granted  by  some  146  municipalities. 

It  was  formed  in  1907  by  consolidation  of  the  North  Jersey  Street 
Eailway  Comfpany,  the  Jersey  City,  Hoboken  and  Paterson  Street 
Railw^ay  Company  and  the  United- Street  Railway  Company  of  Cen- 
tral Jersey.  Since  the  date  of  the  original  merger,  the  following 
companies  have  been  consolidated  with  the  Public  Service  Railway 
Company:  North  Hudson  Turnpike  Company,  Pavonia  Horse  Rail- 
road Company,  Newark  and  South  Orange  Railway  Company.  In 
addition,  the  company  operates  under  lease  the  following  named  com- 
panies: Consolidated  Traction  Company,  Jersey  City  and  Bergen 
Railway  Company,  Newark  Passenger  Railway  Company,  Passaic  and 
Newark  Electric  Traction  Company,  Rapid  Transit  Street  Railway 
Company,  of  the  City  of  Newark;  South  Orange  and  Maplewood* 
Traction  Company,  Orange  and  Passaic  Valley  Railway  Company, 
Bergen  Turnpike  Company,  Camden  and  Suburban  Railway  Company, 
Camden  Horse  Railroad  Company,  New  Jersey  and  Hudson  River 
Railway  and  Ferry  Company,  Camden  and  Trenton  Traction 
Company,  Riverside  Traction  Company,  railway  plant  and  property 
belonging  to  the  South  Jersey  Gas,  Electric  and  Traction  Company. 
The  property  of  five  other  corporations  is  included  in  the  system,  viz. : 
Paterson  and  State  Line  Traction  Company,  Passaic  and  Newark 
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Electric  Railway  Company,  Jersey  City,  Harrison  and  Kearny  Rail- 
way Company,  New  Jersey  Traction  Company  and  West  Jersey  Trac- 
tion Company.  Leased  properties  represent  about  five-sevenths  of  the 
entire  property  comprised  within  the  system. 

The  system  comprises  approximately  790  miles  of  operating  track 
in  addition  to  approximately  58  miles  of  track  in  car  bams  and  yards. 
It  operates  all  of  the  lines  in  the  northeastern  and  central  portions  of 
the  State  and  in  the  Camden  district.  It  operates  also  the  connecting 
links  between  Trenton  and  Camden  and  between  the  various  towns 
and  cities  located  in  Hudson,  Bergen,  Essex,  Fnion,  Middlesex  and 
Somerset  Counties.  As  of  December  31st,  1920,  the  company  had 
1,743  closed  cars,  597  open  cars,  one  convertible  car  and  267  semi-con- 
vertible cars.  The  company  hadi  on  the  samte  date  294  work  cars,  a 
total  of  2,900  cars.  On  April  28th,  1921,  the  general  manager  of  the 
company  stated  that  they  had  a  total  of  3,012  cars,  of  which  69  were 
not  fit  for  service.  This  would  indicate  that,  as  of  April  28th,  1921, 
the  company  had  2,649  passenger  cars  available  for  service. 

Cars  operate  over  90  routes,  very  few  of  which  are  confined  within 
the  limits  of  a  single  municipality.  The  district  commonly  spoken  of 
as  Xewark  includes  East  Orange,  Orange,  West  Orange,  South  Orange, 
Irvington.  South  Orange  Township,  Bloomfield,  Glen  Ridge,  Mont- 
elair,  Belleville,  Harrison,  Kearny  and  East  Xewark,  all  of  which 
municipalities  are  reached  by  a  single  fare  from  the  City  of  Xewark. 
A  similar  situation  exists  in  Hudson  County  with  Jersey  City  as  a 
center,  it  being  possible  to  travel  for  a  single  fare  with  a  transfer  from 
one  municipality  to  almost  any  other  located  in  Hudson  County. 

The  total  passengers  carried  for  a  number  of  years  past  has  been 
as  follows  (in  even  thousands) : 

1011 274.626,000      1010 340,508,000 

1012 202,856,000      1017 359,153,000 

101.3 308,620,000      1018 351,044.000 

1014 300,084,000      1010 325,754,000 

1015 313,023,000      1020 361,601,000 

The  Public  Service  Railway  Company  operates  a  ferry  from  Edge- 
water  to  130th  Street,  Xew  York;  also  a  ferrv^  from  Bergen  Point  to 
Staten  Island.  The  company  also  operates  two  wagon  elevators  by 
means  of  which  vehicles  are  transported  from  the  lower  levels  of 
Jersey  City  and  Hoboken  to  the  upper  levels  of  Jersey  City  Heights. 
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capitalization. 

'The  Public  Service  Bail  way  Company  was  formed,  as  stated,  in 
1907.  Upon  consolidation,  stock  to  the  par  value  of  $38,000,000  wa.^ 
issued  in  exchange  for  stock  of  the  constituent  companies.  Since  that 
time  additional  stock  has  been  issued,  bringing  the  total  amount  out- 
standing at  the  present  time  up  to  $48,750,000.  Public  Service  Rail- 
way stock  is  owned  entirely  by  the  Public  Service  Corporation.  Pub- 
lic Service  Railway  Company,  as  such,  has  no  mortgage  and  no  bonds 
outstanding,  other  than  car  trust  certificates.  The  method  of  financ- 
ing since  the  formation  of  the  company  has  been  for  the  raiost  part  by 
the  sales  of  stock  at  par  to  the  corporation,  the  corporation,  in  turn, 
obtaining  its  funds  through  the  sale  of  its  stock,  bonds  and  certificates 
of  indebtedness. 

Although  Public  Service  Railway  Company  has  no  bonds  outstand- 
ing in  its  own  name  (other  than  car  trust  certificates),  it  guarantees 
the  interest  on  bonds  of  various  constituent  and  lessor  companies, 
amounting  in  the  aggregate  to  $80,533,000.  It  also  guarantees  certain 
rentals  upon  the  stocks  of  the  constituent  and  lessor  companies.  The 
aggregate  stock  outstanding  of  such  companies  is  $22,764,640.  The 
rentals  paid  by  the  Railway  Company  to  its  lessors  and  available  for 
the  payment  of  dividends  on  the  stocks  of  such  companies  is  $1,166,514 
per  annum.  The  total  fixed  charges  for  such  rentals  and  interest 
which  Public  Service  Railway  Company  is  obligated  to  pay  are  as 
follows : 

Interest  on   underlying  bonds $3,707,140* 

Interest  on  car  trust  certificates 51,440 

Interest  on  miscellaneous  obligations  outstanding  at 

close  of  1920   109.968 

Rentals  based  on  underlying  stocks 1,166,514* 

Total    $5,035,062 


*  These  figures  are  only  approximate,  inasmuch  as  one  of  the  lessor  com- 
panies also  owns  gas  and  electric  properties  which  are  leased  to  and  operated 
by  other  utilities,  and  the  amount  of  its  outstanding  bonds  and  .«toek,  and 
the  interest  and  dividends  thereon,  have  been  apportioned  in  compiling  the 
above  statements  on  the  basis  of  the  rentals  paid  by  the  lessee  companies. 
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The  aggregate  capitalization  of  the  Eailway  Company  and  its  con- 
stituents, including  lessor  companies,  is  as  follows : 

Public  Service  Railway  Company  stocks $48,750,000 

Car  Trust  Certificates  of  P.  S.  Ry 1,627,000 

Stocks  of  underlying  companies 22,764,640* 

Bonds  of  underlying  companies 80,533,000* 

Total   $153,674,640 


VALUATION. 

As  a  result  of  the  numerous  hearings  in  the  matter  of  the  adjust- 
ment of  Public  Service  Eailway  rates,  commencing  with  the  filing  by 
the  company  on  March  5th,  1918,  of  a  petition  praying  for  increased 
rates,  the  Board  has  before  it  data  relating  to  the  value  of  this  prop- 
erty SLS  follows: 

1.  The  Cooley  appraisal. 

2.  The  appraisal  made  by  Ford,  Bacon  &  Davis  under  contract 
with  the  State  Appraisal  Commission  under  special  act  of  the  Legis- 
lature. 

3.  An  array  of  testimony  by  numerous  experts  for  the  company 
with  regard  to  overhead  charges,  development  cost,  cost  of  financing 
present-day  values,  etc. 

4.  Testimony  of  the  Board's  experts  regarding  the  Cooley  inven- 
tory and  the  unit  prices  used  in  the  Cooley  appraisal. 

5.  Testimony  of  witnesses  for  the  Board  with  regard  to  general 
subjects  of  unit  prices,  overhead  charges,  development  cost,  cost  of 
money,  value  of  land,  etc. 

6.  Similar  testimony  introduced  by  the  municipalities. 

7.  The  historical  cost  of  this  property  as  developed  by  witnesses  for 
the  municipalities. 

The  original  appraisal  by  Mortimer  E.  Cooley,  was  made  during 
the  years  1914  and  1915  and  includes  all  property  as  of  December 
31st,  1915,  based  upon  average  prices  for  the  period  from  1311  to 
1915.  In  this  appraisal  the  property  of  the  Public  Service  Railroad 
Company  was  also  included  and  testimony  with  regard  to  this  portion 
of  the  total  property  had  been  submitted  to  the  Board  in  a  matter  con- 
cerning that  company. 


Digitized  byCjOOQlC 


150       Reports  of  Board  of  Public  Utility  Commissioners. 

Public  Service  Railway  Co. — Investigation  of  Reasonableness  of  Rates. 

Appendix  I,  forming  part  of  this  report  (Cooley,  p.  3),  gives  a 
summary  of  the  cost  new  of  the  property  of  the  two  companies,  classi- 
fied by  operating  divisions. 

Appendix  II  is  a  valuation  showing  the  cost  new  of  the  two  prop- 
erties, classified  by  accounts  (Cooley,  pp.  4  to  7). 

Cooley  also  submitted  aggregate  prices  for  the  same  properties 
based  upon  unit  prices  from  1913  to  1918,  inclusive.  He  also  sub- 
mitted totals  for  the  same  properties  based  upon  prices  prevalent  in 
the  year  1918. 

In  the  appraisal  made  by  Ford,  Bacon  &  Davis,  aggregate  figures 
showing  the  cost  new  of  the  properties,  classified  by  accounts,  are 
submitted  on  two  bases:  (1)  Pre-war  prices,  being  generally  the 
average  of  prices  ruling  between  1910  and  1915,  obtained  principally 
from  the  records  of  actual  payments  by  the  company  and  verified 
in  general  by  market  and  other  price  data  used  by  them  in  the  ap- 
praisal of  similar  properties.      (2)    Prices  effective  September   1st, 

1920.  These  appraisals  are  shown  as  Appendix  III.  In  the  prepara- 
tion of  the  Ford,  Bacon  &  Davis  appraisal,  the  Cooley  inventory  was 
used  as  a  basis,  to  which  was  added  the  items  representing  additions 
to  the  property  up  to  December  31st,  1920.  Ford,  Bacon  &  Davis, 
in  their  report,  set  out  a  number  of  other  elements  such  as  superseded 
property  and  development  cost,  an  estimate  of  accrued  depreciation, 
and  a  percentage  figure  supposed  to  represent  the  general  efficiency 
of  the  property,  and  from  these  various  elements  conclude  that  the 
value  of  the  property,  inclusive  of  all  elements  to  be  considered  for 
rate  making  purposes,  is  $125,000,000. 

Other  witnesses  for  the  company  testified  that,  in  their  opinion, 
the  cost  to  reproduce  the  physical  property  of  the  Public  Service 
Kailway   Company  at  prices  prevalent  approximately  January   1st, 

1921,  would  be  at  various  amounts  ranging  from  $175,000,000  to 
$200,000,000. 

Professor  Anderson,  who  testified  at  great  length,  with  regard  to 
the  basis  of  Colley's  appraisal,  submitted  a  series  of  charts  showing 
the  gradual  changes  in  prices  of  labor  and  material  involved  in  the 
construction  of  railways,  showing  a  general  upward  trend  in  cost  of 
materials  running  over  a  number  of  years.  The  record  also  contains 
charts  showing  trend  prices  from  1890  to  date.  The  testimony  gen- 
erallv  tends  to  substantiate  the  fact  that  costs  of  construction  effective 
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in  January,  1920,  were  approximately  double  the  prices  prevalent  in 
1913. 

Testimony  submitted  by  experts  for  the  Commission  and  for  the 
municipalities  before  the  Ford,  'Bacon  &  Davis  appraisal  was  received 
called  attention  to  excessive  claims  for  overhead  charges  in  the  Cooley 
appraisal.  Comparison  between  the  Ford,  Bacon  &  Davis  appraisal 
and  Cooley 's  appraisal  also  directs  attention  to  a  considerable  varia- 
tion in  opinion  as  to  appropriate  overhead  charges.  To  show  this 
wide  variation,  a  table  has  been  prepared  which  is  found  in  Appendix 
IV. 

With  regard  to  the  basic  inventory  upon  which  the  various  ap- 
praisals have  been  based:  During  the  preparation  of  the  inventory 
the  Board's  engineers  were  familiar  to  a  large  extent  with  the 
progress  of  the  work.  After  the  submission  to  the  Board  of  the 
Cooley  report,  a  large  amount  of  independent  investigation  was 
made  by  the  Board's  engineers  and  the  results  compared  with  the 
Cooley  inventory,  the  conclusion  being  that  the  Cooley  inventory 
had  taken  into  account  not  only  everything  that  could  be  found  by 
examination  of  the  property,  but  in  its  preparation  recourse  had 
l>een  made  to  all  records  of  construction  available.  These  included 
newspaper  files,  minutes  of  the  various  companies,  franchise  and 
other  agreements,  consultations  with  older  employees,  and  with  other 
persons  who  were  familiar  with  the  history  of  the  construction. 

Following  the  study  and  check  of  the  Cooley  appraisal,  a  com- 
prehensive study  was  made  of  Cooley's  unit  prices  which  developed 
the  fact  that  in  connection  with  a  great  many  items  of  labor  and 
material,  allowances  for  omissions  had  been  included  in  the  unit 
prices. 

This  analysis  shows  that  many  unit  prices  were  obtained  by  Cooley 
from  analysis  made  from  the  company's  own  experience  in  recon- 
structing various  parts  of  its  system.  Other  prices  were  obtained 
from  the  company's  own  experience  in  making  extensions  and  ad- 
ditions to  its  property.  Unit  prices  obtained  from  records  of  cost  of 
reconstruction  have  been  taken  on  the  assumption  that  existing  traffic 
over  the  system  was  to  be  maintained. 

The  report  of  Dean  Cooley  purports  to  give  the  appraised  value 
of  the  property  of  Public  Service  Railway  Company  on  the  general 
assumption  that  it  is  to  be  or  is  being  reproduced"  new  as  of  a 
certain  date. 
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With  regard  to  the  net  additions  to  the  property  from  1916  to 
1920  comment  must  be  made  on  two  items.  In  arriving  at  the 
value  of  the  property  at  the  present  time,  net  additions  have  been 
made  as  found  on  the  books  of  the  company.  The  figures  for  net 
additions  result  by  deducting  from  the  figures  given  for  gross  ad- 
ditions the  cost  of  withdrawals.  Items  charged  to  depreciation  and 
deducted  in  order  to  obtain  the  net  additions  have  been  deducted 
at  either  cost  or  estimated  original  cost.  Such  items,  however,  have 
been  included  in  the  Cooley  appraisal  at  figures  in  excess  of  the  cost. 
The  entries  in  the  books  have  been  properly  made  and  no  criticism 
is  meant  by  what  is  now  being  said,  but  in  order  to  obtain  the  correct 
amount  for  the  net  additions  we  should  add  to  the  Cooley  appraisal 
as  of  1915,  figures  representing  the  gross  additions  to  property,  and 
from  the  Cooley  appraisal  should  then  be  deducted  not  the  original 
or  estimated  actual  cost  of  the  properties  written  off  but  the  amount 
at  which  Cooley  has  included  them  in  his  appraisal.  Furthermore, 
the  figures  representing  gross  additions  from  1916  to  1920  include 
the  cost  of  certain  properties  both  in  the  vicinity  of  Newark  and  of 
Camden,  money  for  the  construction  of  which  was  advanced  by  tlie 
United  States  Government  in  connection  with  construction  for  war 
purposes.  The  agreements  between  the  Government  and  the  company 
provide  that  at  the  proper  time  these  elements  of  property  shall  be 
paid  for"  by  the  company  at  prices  considerably  lower  than  the  cost 
to  the  Government.  There  are  several  of  these  contracts;  some  of 
them  lead  to  definite  amounts;  others  are  subject  to  certain  condi- 
tions and  agreements  to  be  made  at  some  time  in  the  future  and  the 
exact  amounts  cannot  now  be  determined.  The  book  amount  given 
as  gross  additions  cannot,  therefore,  be  taken  as  the  correct  figure 
for  cost  to  the  company,  nor  can  the  company's  deductions  be  taken 
as  properly  representing*  the  corrections  to  be  made  in  the  Cooley 
appraisal  in  bringing  that  appraisal  up  to  date. 

Appendix  Y  shows  the  approximate  cost  to  the  company  of  the 
extensions  made  for  the  Emergency  Fleet  Corporation,  sls  near  as 
can  be  determined  in  advance,  from  a  study  of  the  contract. 

Mark  Wolff,  for  the  municipalities,  testified  that  he  had  made  a 
historical  study  from  the  books  of  the  various  companies,  as  a  result 
of  which  he  submitted  a  large  number  of  exhibits. 
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Wolff  made  two  independent  studies  to  determine  the  actual  amount 
of  cash  which  had  gone  into  the  construction  of  the  railway  proper- 
ties. His  first  estimate  was  made  by  an  analysis  of  capitalization 
made  from  the  company's  records.  By  this  means  he  summed  up 
the  various  amounts  of  securities  which  he  claimed  had  been  issued 
without  equivalent  value.  From  his  testimony  it  appeared  that  there 
had  been  issued  securities  of  approximately  $66,000,000  in  excess  of 
the  actual  cost  of  the  properties  of  the  company. 

Mr.  Wolff's  second  method  was  synthetic  in  that  he  arrived  at  a 
total  historical  cost  for  all  of  the  properties  by  adding  together  the 
costs  of  all  the  constituent  companies  and  by  this  method  he  arrives 
at  a  gross  figure  of  $91,616,569,  this  representing  total  amounts  of 
money  expended  since  the  beginning  on  all  of  the  railway  properties. 

Wolff's  conclusions  were  attacked  by  witnesses  for  the  company 
and  certain  conclusions  drawn  therefrom  by  Ford,  Bacon  &  Davis. 
On  page  30  (printed  copy  page  38)  is  given  the  result  of  application 
of  later  testimony  to  Wolff's  original  conclusions. 

DeloB  F.  Wilcox  testified  for  the  municipalities  (see  Exhibit  O-620) 
also  with  regard  to  the  historical  cost. 

Becausei  of  the  fundamental  principles  underlying  some  of  the 
differences  in  the  testimony  and  the  large  sums  involved,  we  think  a 
detailed  discussion  thereof  may  be  desirable. 


PROPERTY    NOT   USED    NOR    USEFUL   AND   SUBSIDIARY    COMPANIES. 

From  the  evidence  it  appears  that  there  is  included  in  the  ap- 
praisals now  before  the  Commission  the  following  properties: 

Jersey  City  Wagon  Elevator  Campa/ny,  It  appears  that  there  is 
no  such  company  but  that  it  is  an  elevator  o\^Tied  by  the  Public 
Service  Railway  Company  originally  built  for  the  raising  and  lower- 
ing of  horse  cars  from  the  lower  level  of  Hoboken  to  the  Heights. 
This  elevator  is  now  used  for  carrying  wagons  and  trucks,  etc.,  up  and 
down  the  sides  of  the  Palisades.  From  the  evidence  the  Commission 
finds  that  this  is  not  used  and  useful  property  in  the  conduct  of 
street  railway  transportation,  and  therefore  will  be  excluded  in  deter- 
mining the  value  of  the  property. 
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Highland  Improvemeivt  Coiripany,  It  appears  that  this  is  a  com- 
pany organized  for  acquiring  lands  and  titles  to  lands  needed  in 
the  development  of  the  railway  company  at  Edgewater.  All  the 
stock  of  this  company  is  owned  by  the  New  Jersey  and  Hudson 
Eiver  Railway  and  FeiTy  Company.  Part  of  the  lands  acquired 
through  this  company  were  deeded  to  the  Eiverside  and  Fort  Lee 
Ferr}^  Company  and  are  now  used  for  terminal  purposes.  It  is 
claimed  byi  the  company  that  other  parts  of  the  lands  so  acquired 
have  been  transferred  directly  to  the  railway  company  and  include 
the  Horse  Shoe  Curve  and  other  property  at  Edgewater  used  for 
railway  purposes  and  that  other  portions  of  the  original  plot  pur- 
chased by  the  company  have  been  deeded  to  others,  the  value  of  which 
is  not  in  any  of  these  appraisals.  The  Commission  in  determining 
value  of  the  property  used  and  useful  in  the  conduct  of  street  railway 
transportation  will  exclude  all  lands  not  so  used.  The  value  of  the 
land  not  so  used,  including  certain  residences  erected  thereon,  is 
$18,463.10. 

New  York  Harbor  Real  Estate  Company,  This  is  another  real 
estate  company  controlled  by  tlie  railway  company  and  has  been  used 
in  acquiring  title  to  certain  properties  along  the  Hudson  River.  Tlie 
company  claims  that  this  land  is  used  and  useful  for  railway  pur- 
poses. From  the  evidence  it  appears  that  the  lands  involved  in  the 
operation  of  this  company  are  used  and  useful  especially  in  connec- 
tion with  the  operation  of  ferries  and  have  been  excluded  entirely 
in  the  consideration  of  this  matter. 

Eiverside  and  Fort  Lee  Ferry  Conipany,  This  is  a  New  York 
corporation.  All  the  stock  of  this  company  is  owned  by  the  New 
Jersey  and  Hudson  River  Railway  and  Ferry  Company.  All  the 
property  of  the  New  Jersey  and  Hudson  River  Railway  and  Ferry 
Company  is  leased  to  the  Public  Service  Railway  Company  under 
lease  approved  by  this  Board  in  1911.  It  further  appears  that  when 
the  street  railway  now  connecting  Edgewater  with  Hackensack,  Pat- 
erson,  Englewood,  etc.,  was  begun  to  be  built  at  Edgewater,  there  was 
no  connection  at  that  point  with  New  York  City  and  that  the  com- 
pany acquired  this  ferry,  relocated  the  terminal  on  the  Jersey  side, 
and  this  ferry  is  now  used  in  transporting  passengers  between  Edge- 
water,  N.  J.,  and  New  York  City,  an  interstate  movement.  It  further 
appears  that  all  profits  arising  out  of  the  operation  of  the  ferry  come 
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to  the  railway  company  through  stock  ownership  and  is  credited  to 
non-operating  income  of  the  railway  company.  From  the  evidence 
the  Commission  finds  that  this  ferry  is  used  in  the  conduct  of  inter- 
state traffic  and  is  without  its  jurisdiction  and  therefore  the  value 
of  the  same  will  be  excluded  in  determining  the  fair  value  of  the 
railway  property  in  this  proceeding.  Likewise  the  Commission  finds 
that  all  income  derived  from  the  operation  of  this  ferry  should  be 
excluded  from  the  income  of  the  street  railway  company  and  also 
charges,  if  any,  charged  to  operation  of  street  railway  should  be  ex- 
cluded. 

Port  Richmond  and  Bergen  Point  Ferry  Company.  It  appears  that 
this  company  operates  a  ferry  between  Bayonne  and  Staten  Island 
and  that  the  stock  of  the  company  is  owned  by  the  Consolidated 
Traction  Company,  which  company  was  leased  to  the  North  Jersey 
Street  Railway  Company,  which  company  is  a  part  of  the  Public  Ser- 
vice Railway  Company.  The  income  from  this  ferry  appears  in  the 
statements  of  the  Public  Service  Railway  Company  under  its  heading 
"Income  From  Other  Sources."  Inasmuch  as  Staten  Island  is  in  the 
State  of  New  York  and  Bergen  Point,  Bayonne,  is  in  the  State  of 
New  Jersey,  the  transportation  of  pa^engers  by  this  ferry  eonstituto^' 
an  interstate  movement  over  which  this  Commission  has  no  juris- 
diction. Therefore,  from  the  evidence  the  Commission  finds  that  the 
value  of  the  same  should  be  excluded  in  determining  the  fair  value 
of  the  property  of  the  street  railway  company  and  further  finds  that 
all  income  from  the  operation  of  the  ferry  which  now  appears  in 
the  statements  of  the  Public  Service  Railway  Company  should  be 
excluded  and  likewise  all  expenses,  if  any,  for  the  operation  of  the 
ferry  that  appear  in  the  statementsf  of  the  Public  Service  Railway 
Company  should  also  be  excluded. 

Peoples  Elevating  Company.  It  appears  that  the  railway  company 
owns  the  capital  stock  of  this  company  and  that  the  company  owns 
and  operates  an  incline  plane  up  the  side  of  the  Palisades  between 
Hoboken  and  Weehawken.  It  was  built  in  1899  and  the  company 
claims  it  provides  a  conveyance  for  the  carriage  of  materials  of  all 
kinds  and  has  aided  in  the  development  of  the  territory.  Prom  the 
evidence  the  Commission  finds  that  this  property  is  not  used  and 
useful  in  the  conduct  of  the  street  railway  transportation  and  should 
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be  excluded  in  determining  value  of  the  property  of  the  Public  Ser- 
vice Railway  Company. 

Fairview  Critshing\  Company,  This  is  a  quarry  property  owned 
by  the  Public  Service  Railway  Company  and  that  the  stone  quarried 
is  used  in  the  construction  and  maintenance  of  the  street  railway 
and  that  the  company  obtains  this  stone  at  actual  cost.  Inasmuch 
as  the  output  of  this  quarry  is  used  exclusively  by  the  street  railway 
company,  the  Commission  finds  that  the  same  should  be  included 
in  determining  the  value  of  its  property. 


PROPERTY    CONSTRLCTFJ)    AT    GOVERNMENT    EXPENSE    TAKEN    BY    THE 

COMPANY. 

From  Appendix  V  it  is  found  that,  under  the  head  of  additions,» 
there  has  been  included  an  amount  corresponding  to  cost,  to  the 
government,  which  is  in  excess  of  the  cost  to  this  company  of  ap- 
proximately $633,408.  To  include  now,  this  excess,  would  result 
in  requiring  the  customers  to  pay  on  this  item  twice,  once  through 
the  cost  of  supporting  the  general  government,  and  the  second  time 
in  contribution,  to  meet  the  company's  fixed  charges.  The  Board 
therefore  finds  and  determines  that  a  deduction  should  be  made  of 
$633,408. 

POWER  STATIONS. 

From  the  evidence  it  appears  that  on  July  4th,  1910,  the  Public 
Service  Railway  Company  executed  a  lease  for  a  period  of  999  years 
to  the  Publici  Service  Electric  Company  of  all  its  power  stations, 
transformer  stations,  sub-stations  and  its  transmission  system,  to- 
gether with  certain  parcels  of  real  estate. 

The  salient  features  of  this  lease  are  as  follows:  In  consideration 
of  the  railway  company  tiiming  over  to  tlie  electric  company  all  of  its 
power  producing  facilities  whereby  the  electric  company  agreed  to 
supply  all  of  the  electric  energy  necessary  for  the  operation  of  the 
railway  company  at  the  actual  average  cost  of  lalwr  and  material 
(exclusive  of  any  charges  or  allowances  for  depreciation  and  taxes) 
for  producing  and  delivering  such  energy  to  the  distributing  lines  of 
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the  railway  company.  The  electric  company  further  agreed  to  install 
as  and  when  necessary  additions  and  extensions  to  its  property  to 
meet  the  increasing  demands  of  the  railway  com^pany,  assuming  all 
burdens  of  financing  such  additions  and  extensions  with  the  obliga- 
tion on  the  part  of  the  railway  company  to  pay  the  electric  company 
six  per  cent,  per  annum  on  the  cost  of  such  additions  and  extensions 
in  addition  to  the  operating  cost  as  referred  to  above. 

While  Ford,  Bacon  &  Davis  say  the  book  cost  of  the  power  plants 
turned  over  to  the  electric  company  is  $5,169,000,  for  which  the  com- 
pany received  $2,000,000  cash,  they  add: 

"However,  in  view  of  the  fact  that  this  lease  is  between  two 
companies,  both  of  which  are  practically  100  per  cent,  eon- 
trolled  by  one  interest,  namely.  Public  Service  Corporation  of 
New  Jersey,  it  was  not  deemied  proper  to  assign  any  specific 
value  to  the  least  per  se,  but  its  potential  value  has  been  given 
due  consideration." 
We  agree  with  this  reasoning. 

LANDS. 

In  addition  to  the  public  streets  occupied  by  it,  petitioner  owns 
conidderable  amounts  of  right  of  way  and  otlier  real  estate.  Tliis  has 
been  evidenced  by  the  filing  with  the  Board  in  connection  with  this 
matter  a  volume  containing  some  301  prints,  each  of  which  represents 
one  or  more  plots  of  land  occupied  by  car  barns,  car  yards,  storage 
yards,  small  sections  of  right  of  way  and  other  small  plots  used  for 
street  railway  purposes.  In  addition  a  large  number  of  folders  giving 
completely  the  strips  of  land  comprising  right  of  way  over  which  many 
of  the  urban  and  interurban  lines  have  been  constructed.  Of  the  790 
miles  of  operating  road  approximately  421.54  miles  are  operated  along 
public  streets  and  roads  and  76.79  miles  are  located  on  private  right 
of  way. 

The  value  of  the  lands  belonging  to  the  Public  Service  Railway 
Company  is  shown  in  the  Cooley  appraisal  at  $10,432,682  and  was 
testified  to  by  individual  appraisers  who  had  considered  each  parcel. 
These  appraisals  were  made  by  experts  recognized  as  such  in  the  local- 
ities where  they  reside,  in  which  the  particular  lands  appraised  by 
them  were  locate<l.     In  1919  and  in  June,  1921,  the  lands  were  re- 
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appraised  by  these  sainte  appraisers  and  the  value  testified  to  before 
the  Board.  Professor  Anderson  (see  testimony,  February  10th,  1920; 
also  Ex.  P.-3i7-P-352,  inc.)  eliminated  certain  lands  not  used  and 
occupied  by  the  Public  Service  Electric  Company  under  the  general 
power  agreement;  also  certain  lands  were  eliminated  by  him  which 
have  been  sold  since  the  Cooley  appraisal  in  1915  and  also  were  added 
certain  other  lands  acquired  since  1915.  The  petitioner  now  claims  a 
total  value  for  lands  of  $11,460,415.  Ford,  Bacon  &  Davis  also  en- 
gaged certain  real  estate  experts  to  appraise  the  lands.  These 
appraisers  found  a  total  value  of  all  lands  of  $11,429,295.  In  view 
of  the  changes  in  value  which  have  occurred  in  the  last  year  or  so,  thii 
Board  employed  real  estate  experts  who  testified  as  to  the  value  of 
the  more  important  tracts  of  land,  particularly  those  where  the  value 
claimed  varied  considerably  from  the  assessed  value.  In  arriving  at 
conclusions  careful  comparison  has  been  made  of  the  values  of  the 
individual  tracts. 

In  both  the  Cooley  and  Ford,  Bacon  &  Davis  appraisals  overhead 
charges  such,  as  law  and  administration  expense,  interest  and  taxes 
during  construction,  organization  and  development,  cost  of  money, 
promoters'  compensation,  and  engineering  and  superintendence  have 
been  computed  upon  a  basis  which  included  the  land  values.  The 
amount  added  in  this  way  in  the  Cooley  appraisal  is  $3,845,427  and  in 
the  Ford,  Bacon  &  Davis  appraisal,  $2,918,613.  In  the  amounts 
named  above  as  the  appraised  value  of  lands,  in  both  the  Cooley  and 
Ford,  Bacon  &  Davis  appraisals  there  have  been  included  allowances 
for  plottage,  the  effect  of  certain  multipliers,  or  other  direct  allowances 
intended  to  represent  the  increased  value  because  of  use  as  rights  of 
way. 

The  original  or  historical  cost  of  all  lands  as  determined  by  Wolrf , 
a  witness  for  the  municipalities,  shows  actual  cost  of  all  lands  to  be 
$5,573,286. 

In  the  Minnesota  rate  cases,  the  United  States  Supreme  Court,  230 
r.  S.  352,  stated : 

"These  are  the  results  of  the  endeavor  to  apply  the  cost-of- 
reproduction  method  in  determining  the  value  of  the  right  of 
way.  It  is  at  once  apparent  that,  so  far  as  the  estimate  rests 
upon  a  supposed  compulsory  feature  of  the  acquisition,  it  can- 
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not  be  sustained.  It  is  said  that  the  company  would)  be  com- 
pelled to  pay  more  than  what  is  the  normal  market  value  of 
property  in  transactions  between  private  parties ;  that  it  would 
lack  the  freedom  they  enjoy,  and,  in  view  of  its  needs,  it  would 
have  to  give  a  higher  price.  It  is  also  said  that  this  price 
would  be  in  excess  of  the  present  market  value  of  contiguous 
or  similarly  situated  property.  It  might  well  be  asked,  who 
shall  describe  the  conditions  that  would  exist,  or  the  exigencies 
of  the  h3rpothetical  owners  of  the  property,  on  the  assumption 
that  the  railroad  were  removed.  But,  aside  from  this,  it  is 
impossible  to  assuuije,  in  making  a  judicial  finding  of  what  it 
would  cost  to  acquire  the  property,  that  the  company  would  be 
compelled  to  pay  more  than  its  fair  market  value.  It  is 
equipped  with  the  governmental  power  of  eminent  domain. 
In  view  of  its  public  purpose,  it  has  been  granted  this  prinle^o 
in  order  to  prevent  advantage  being  taken  of  its  necessities.  It 
would  be  free  to  stand  upon  its  legal  rights  and  it  cannot 
be  supposed  that  they  would  be  disregarded  (pp.  450-451). 

"Moreover,  it  is  manifest  that  an  attempt  to  estimate  what 
would  be  the  actual  cost  of  acquiring  the  right  of  way,  if  the 
railroad  were  not  there,  is  to  indulge  in  mere  speculation.  The 
railroad  has  long  been  established;  to  it  have  been  linked  the 
activities  of  agriculture,  industry  and  trade.  Communitio:^ 
have  long  been  dependent  upon  its  service,  and  their  growtli 
and  development  have  been  conditioned  upon  the  facilities  it 
has  provided.  The  uses  of  property  in  the  communities  which 
it  serves  are  to  a  large  degree  determined  by  it.  The  values 
of  property  along  its  lines  largely  depend  upon  its  existence.  It 
is  an  integral  part  of  the  commimal  life.  The  assumption  of 
its  non-existence^  and  at  the  same  time  that  of  value?  that 
rest  upon  it  remain  unchanged,  is  impossible  and  cannot  l)o 
entertained.  The  conditions  of  ownership  of  the  property  and 
the  amounts  which  would  have  to  be  paid  in  acquiring  the 
right  of  way,  supposing  the  railroad  to  be  removed,  are  whollv 
beyond  reach  of  any  process  of  rational  determination.  Tho 
cost-of-reproduction  method  is  of  service  in  ascertaininc^  tlie 
present  value  of  the  plant,  when  it  is  reasonably  applied  and 
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when  the  cost  of  reproducing  the  property  may  be  ascertained 
with  a  proper  degree  of  certainty.  But  it  does  not  justify  the 
acceptance  of  results  which  diepend  upon  mere  conjecture, 
(p.  452.) 

"Assuming  that  the  company  is  entitled  to  a  reasonable 
share  in  the  general  prosperity  of  the  communities  which  it 
serves,  and  thus  to  attribute  to  its  property  an*  increase  in 
value,  still  the  increase  so  allowed,  apart  from  any  improve- 
ments it  may  make,  cannot  properly  extend  beyond  the  fair 
average  of  the  normal  market  value  of  land  in  the  vicinity 
having  a  similar  character.     Otherwise  we  enter  the  realm 
of  mere  conjecture.     Wef  therefore  hold   that  was  error  to 
base  the  estimates  of  value  of  the  right  of  way,  yards  and 
terminals  upon  the  so-called  ^railway  value^  of  the  property. 
The  company  would  certainly  have  no  ground  of  complaint 
if  it  were  allowed  a  value  for  these  lands  equal  to  the  fair 
average  market  value  of  similar  land  in  the  vicinity,  without 
additions  by  the  use  of  multlipliers,  or  otherwise  to  cover 
hypothetical  outlays.     The  allowances  made  below  for  a  con- 
jectural cost  of  acquisition  and  consequential  damage:^  must 
be  disapproved;   and,  in  this  view,  we  also  think  it  was  error 
to  add  to  the  amount  taken  as  the  present  value  of  the  lands 
the  further  sums,  calculated  on  that  value,  which  were  em- 
braced in  the   items  of   'engineering,   superintendence,   legal 
expenses,^   'contingencies'   and  'interest  during  construction.' 
(pp.  454-456.)" 
Therefore,  following  the  rule   laid   down   by   the  United   States 
Supreme  Court  in  the  Minnesota  rate  cases,  supra,  as  we  understand 
it,  this  Board  holds  that  the  reproduction  value  of  lands  to  be  con- 
sidered as  an  element  in  determining  the  fair  rate  making  value  of 
a  public  utility  property  is  that  basedj  upon  the  value  of  adjacent 
t^imilar  lands,  without  increments,  for  conjectural  damages,  acquisi- 
tion or  other  incidental  costs. 

An  analysis  has  been  made  of  the  details  of  land  included  in  the 
inventor}'.  This  develops  the  existence  and  inclusion  in  the  Coolcy 
appraisal  of  a  number  of  items  not  at  present  in  use  for  railway 
transportation  purposes.  Certain  of  these  items  have  been  excluded 
in  the  Ford,  Bacon  &  Davis  appraisal.    Witnesses  testified  as  to  the 
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uses  of  these  lands  and  called  attention  to  the  fact  that  other  tracts 
of  land  included  in  both  the  Cooley  and  Ford,  Bacon  &  Davis  ap- 
praisals should  not  now  be  included  as  used  and  useful.  Their  in- 
clusion by  the  appraisers  appears  to  arise  from  a  confusion  of  differ- 
ent theories  as  to  methods  of  finding  value.  In  general,  the  ap- 
praisals which  have  been  made  are  based  upon  the  so-called  reproduc- 
tion theory.  A  consistent  interpretation  of  this  theory  would  include 
in  the  inventory  itself  only  such  items  of  property  as  are  at  present 
used  in  the  service  of  the  public  or  such  items  as  have  been  purchased 
but  a  short  time  back  for  use  in  the  very  near  future.  An  inventory 
of  this  kind  will  include  materials  and  supplies  kept  in  storerooms 
and  under  such  a  general  heading  certain  items  of  land  may  be 
properly  included,  but  items  purchased  far  in  advance  of  their  need 
or  remaining  in  the  hands  of  the  company  years  after  their  useful- 
ness has  departed  cannot  be  included  in  an  appraisal  based  upon  a 
consistent  theor}'. 

This  is  in  accordance  with  the  decision  of  the  United  States  Su- 
j)reme  Court  in  the  Cedar  Rapids  Gas  Company  case,  233  U.  S. 
655;  also  in  the  Spring  Valley  Water  Company  v.  San  Francisco, 
165  Fed.  667,  and  Duluth  Street  Railway  Company  i'.  Railroad  Com- 
mission of  Wisconsin,  152  N.  W.  887. 

In  accordance  with  these  decisions,  the  Board  is  of  the  opinion 
and  finds  and  determiness  that  the  following  parcels  should  be 
omitted : 

Elizabeth — North  Broad  Street — office  building,  part  only. 

Camden — Fourth  and  Chestnut  Streets. 

Jersey  City — Foye  Place  and  Tuers  Avenue,  Montgomery  Street 
near  Westside  Avenue,  Sip  Avenue  Terminal,  part  occupied  by  office 
building. 

West  Hoboken — Spring  Street,  Jane  to  Angelique  Street,  Marshall, 
Second  and  Harrison  Streets. 

Clifton — Franklin  Avenue,  Dela wanna  car  house. 

I^di — Union  Street  (sold). 

Xewark — South  Broad  and  Miller  Streets. 

Orange — Washington  Street,  opposite  Passaic  Valley  barn. 

Verona — Bloomfield  Avenue  and  Mt.  Prospect  Avenue. 

The  above  items  are  in  addition  to  those  already  excluded;  by 
Ford,  Bacon  &  Davis. 

11 
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After  considering  all  of  the  evidence  as  to  land  value  in  this  case 
and  following  the  rule  laid  down  by  the  United  States  Supreme 
Court  in  the  Minnesota  rate  cases,  the  Board  is  of  the  opinion  and 
finds  and  determines  that  the  value  of  lands  which  should  be  in- 
cluded to  be  $8,705,000. 

PROMOTION   EXPENSES. 

Under- the  head  of  promotion  expenses  and  organization  and  de- 
velopment there  appears  in  the  Cooley  appraisal  the  sum  of  $5,360,- 
812,  and  in  the  Ford,  Bacon  &  Davis  appraisal  for  pre-construction 
costs,  $2,066,023. 

As  the  Board  understands  it,  the  cost  of  reproduction  reflects  the 
probable  expenditures  that  would  be  made  in  the  construction  of  a 
property  under  assumed  conditions.  Difference  of  opinion  may  pre- 
vail as  to  the  assumed  conditions  and  the  relative  value  of  the 
results  secured  and  the  cost  of  the  same.  Nevertheless,  there  is  an 
expenditure  of  time  and  money  on  the  part  of  someone  in  develop- 
ing the  project,  interesting  capital  and  bringing  the  project  to  a 
successful  conclusion.  Consequently,  it  remains  to  be  determined  the 
proper  allowances  for  these  items.  In  this  case  there  is  no  definite 
evidence  as  to  such  costs  and  the  claims  are  based  mainly  upon  esti- 
mates which,  of  course,  are  largely  "conjectural"  and  uncertain.  Taking 
into  consideration  all  the  conditions  and  circumstances  in  this  case, 
the  Board  will  make  no  finding  as  to  a  specific  amount  to  be  allowed, 
but  will  give  consideration  to  promotion  expense  in  determining 
development  cost  or  going  value. 


CONTINGENCIES. 

In  the  Cooley  appraisal  there  appears  an  item  of  $2,808,909  for 
contingencies,  which  is  seven  and  one-half  per  cent,  of  way  and 
structures  and  two  per  cent,  of  the  cost  of  equipment. 
The  following  statement  appears  in  the  Cooley  appraisal : 

'The  engineer  and  the  contractor  always  include  in  their 
estimates  of  cost  a  certain  percentage  based  on  materials  and 
labor  to  cover  items  of  expense  unforeseen  and  overlooked." 
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also: 

"In   this   appraisal   an   effort  has  been   made   to   include 
omissions  in  unit  prices,  and   certain  specific   contingencies 
also.     General  contingencies  have  been  placed  at  seven  and 
one-half  per  cent,  on  way  and  structures  and  two  per  cent,  on 
equipment." 
It  is  true  that  a  contractor  in  estimating  the  cost  of  an  entirely 
new  project  from  prepared  plans  and  specifications  adds  some  amount 
for  contingencies,  varying  as  to  the  risks  and  uncertainties  intro- 
duced.    For  example,  in  street  paving  work  the  risk  is  small;    the 
opposite  would   prevail   in  estimating  from  plans  the  cost  of  the 
tunnel  under  the  Hudson  River  in  the  vicinity  of  the  New  York 
Harbor  where  the  risk  undoubtedly  would  be  large. 

In  this  particular  case  it  appears  that  unusual  care  was  taken  in 
preparing  the  inventories.  A  special  effort  was  made  to  list  all 
properties;  also  the  engineers  had  the  advantage  of  all  pre-construc- 
tion  records  in  possession  of  the  company  from  which  it  would  appear 
that  much  information  could  be  obtained  as  to  difficulties  encoun- 
tered during  construction.  Very  liberal  allowances  were  made  in 
determining  unit  prices.  In  most  instances  some  amiount  was  added  to 
unit  prices  to  cover  contingencies  and  omissions.  It  is  inconceivable, 
taking  into  consideration!  the  care  exercised  in  preparing  the  in- 
ventories and  allowances  made  in  building  up  unit  prices,  that  any 
item  of  cost  has  been  omitted.  An  appraisal  of  a  known  property 
plainly  is  not  comparable  with  estimating)  costs  from  plans  where 
conditions  are  unknown. 

The  estimates  upon  which  rests  the  basis  for  the  claim  for  allow- 
ances of  contingencies  in  this  case  are  purely  speculative  and  con- 
jectural. Such  estimates  were  condemned  by  the  United  States 
Supreme  Court  in  the  Minnesota  Rate  Case. 

In  the  case  of  the  National  Telegraph  Company  r.  His  Majesty's 
Postmaster  General,  16  A.  T.  &  T.  Co.,  Com.  L.  491,  533,  in  which 
a  claim  of  two  per  cent,  was  made  for  contingencies.  Sir  James 
Woodhouse,  delivering  the  judgment,  said: 

"It  is  no  doubt  usual  when  a  contractor  makes  a  tender  to 
construct  works  or  plant  to  include  in  his  estimate  a  percentage 
of  this  character  to  provide  against  miscalculation  in  quanti- 
ties and  other  elements  of  uncertainty.     But  we  are  dealing 
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in  the  case  put  before  us  by  the  company  with  calculations 
based  on  what  it  actually  cost  the  company  to  do  the  work 
for  themselves,  where  all  factors  of  cost  are  ascertained  and 
provided  for  *  *  *,  Mr.  Cook,  the  assistant  engineer, 
admitted  that  the  item  could  not  be  regarded  from  the  point 
of  view  of  a  contractor's  percentage,  but  said  it  was  intended 
to  cover  any  omissions  or  errors  in  the  inventory.  But  the 
inventory  is  an  inventory  check  by  both  sides,  and  the  partic- 
ulars and  quantitie©  are  ascertained  and  agreed' — so  here, 
again,  I  fail  to  see  the  applicability  of  the  item  proposed  to 
be  included  in  the  cost,  and,  in  my  view,  therefore,  there  is 
nothing  to  be  added  in  respect  to  this  item.^' 
The  Board  finds  and  determines  that  no   allowances  should  be 

made  for  contingencies  beyond  those  included  in  the  unit  pricej^.  and 

in  the  quantities  themselves. 


interest  during  construction. 

In  the  Cooley  appraisal  a  construction  period  of  about  three 
years  has  been  assumed  and  that  the  land  would  be  acquired  a  year 
at  least  ahead  of  the  end  of  the  construction  period.  The  interest 
rate  finally  chosen  for  this  appraisal  is  eleven  per  cent. 

In  the  Ford,  Bacon  &  Davis  appraisal,  interest  during  construction 
is  treated  as  the  net  interest  accruing  on  construction  expenditures 
before  the  property  for  which  expenditures  were  made  is  placed  in 
operation.  Further,  it  is  planned  that  the  properties  will  be  con- 
f^tructed  by  sections  and  placed  in  operation  as  sections  are  com- 
pleted, thus  relieving  the  interest  account  of  that  portion.  A  credit 
is  also  estimated  for  bank  balances  of  two  per  cent,  per  year.  The 
interest  as  estimated  averages  between  six  and  three-quarters  and 
seven  per  cent,  of  the  construction  accounts. 

Eobert  W.  Feustel,  testifying  in  behalf  of  the  Board,  stated  that 
in  estimating  interest  during  construction  it  should  be  assumed  that 
the  properties  would  be  constructed  in  sections  and  placed  in  opera- 
tion as  soon  as  completed  and  this  procedure  would  shorten  the 
period  upon  which  to  compute  interest.     From   his  study  ho  con- 
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eluded  that  an  allowance  of  approximately  seven  per  cent,  would  be 
proper. 

As  to  interest  and  other  overheads  as  applied  to  land  that  has 
already  been  disposed  of  for  other  items,  the  Board  finds  and  deter- 
mines that  the  interest  allowable  during  construction  should  be  com- 
puted at  a  rate  of  between  six  and  three-quarters  and  seven  per  cent, 
upon  the  physical  property  for  the  entire  construction  period. 


COST  OF  MONEY. 

The  Cooley  appraisal  carries  an  item  of  $3,573,875  for  cost  of 
money,  being  five  per  cent,  on  lands,  ways  and  structures,  equipment, 
and  other  items  as  contained  in  Account  Xos.  502  to  549a,  inclut^ive, 
in  said  appraisal. 

The  Ford,  Bacon  &  Davia  appraisal  contains  for  financing  an 
item  of  $3,738,400  based  upon  pre-war  prices  and  $11,485,100  based 
upon  prices  as  of  September  1st,  1920,  which  in  ease  of  pre-war  prices 
amounts  to  five  per  cent,  of  the  structural  cost  and  7.5  per  cent,  on 
the  present-day  prices. 

Discounts  on  bonds  and  commissions  are  always  very  closely  allied. 
Generally  speaking,  the  system  of  accounts  adopted  by  this  Board 
does  not  distinguish  between  the  two  charges  but  provides  that  all 
discounts  and  commissions  shall  be  excluded!  from  the  capital  account 
and  amortized  out  of  the  earnings  over  a  term  of  years.  In  other 
words,  bond  discount  and  commissions  are  regarded  as  another  fonn 
of  interest  rates. 

The  Board  finds  and  determines  that  all  amounts  claimed  for  com- 
missions and  discounts  in  the  sale  of  securities  should  be  excluded  in 
determining  fair  value  and  further  finds  that  due  consideration  will 
be  given  to  these  claims  in  determining  the  fair  rate  of  return. 


SUPERSEDED  PROPERTY. 

Under  this  head  there  appears  in  the  Ford,  Bacon  &  Davis  appraisal 
an  item  amounting  to  $4,701,943,  purporting  to  represent  the  service 
value  of  superseded  horse  cars,  cable  drums,  track,  power  plant  equip- 
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ment,  distribution  system,  cars  and  equipment,  abandoned  track  and 
fare  zone  expenses. 

Wolff  claims  superseded  property  such  as  superseded  horse  and 
cable  property  and  other  items  not  enumerated  amounts  to  $9,464,204. 

The  Board  will  give  due  consideration  to  this  class  of  property  in 
detei-mining  a  proper  allowance  for  development  expenses  or  going 
value. 

DEPRECIATIOX. 

In  the  brief  filed  by  the  company  appears  the  following  statement : 
*'This  company  contends  that  the  value  of  its  physical  prop- 
erty is  represented  by  the  cost  of  reproduction  new,  and  that 
accrued  depreciation  should  not  be  deducted  in  ascertaining 
value  of  this  property." 

In  the  case  of  Knoxville  v.  Knoxville  Water  Company,  212  U.  S. 
1 ;   29  Sup.  Ct.  192,  United  States  Supreme  Court  said : 

"The  cost  of  reproduction  is  one  way  of  ascertaining  the 
present  value  of  a  plant  like  that  of  a  water  company,  but  that 
test  would)  lead  to  obviously  incorrect  results  if  the  cost  of 
reproduction  is  not  diminished  by  the  depreciation  which  has 
come  from  age  and  use.     *     *     * 

"The  cost  of  reproduction  is  not  always  a  fair  measure  of 
the  present  value  of  a  plant  which  has  been  in  use  for  many 
years.  The  items  composing  the  plant  depreciate  in  value  from 
year  to  year  in  a  varying  degree.  Some  pieces  of  properly, 
like  real  estate,  for  instance,  depreciate  not  at  all,  and  some- 
times, on  the  other  hand,  appreciate  in  value.  But  the  reser- 
voirs, the  mains,  the  service  pipes,  structures  upon  real  estate, 
standpipes,  pumps,  boilers,  meters,  tools  and  appliances  of 
every  kind  begin  to  depreciate  with  more  or  less  rapidity  from 
the  moment  of  their  first  use.  It  is  not  easy  to  fix  at  any 
given  time  the  amiount  of  depreciation  of  a  plant  whose  com- 
ponent parts  are  of  different  ages,  with  different  expectations 
of  life.  But  it  is  clear  that  some  substantial  allowance  for 
depreciation  ought  to  have  been  made  in  this  case.     *     ♦     * 
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"The  company^s  original  case  was  based  upon  an  elaborate 
analysis  of  the  cost  of  construction.  To  arrive  at  tfie  present 
value  of  the  plant,  large  deductions  were  madie  on  account  of 
the  depreciation.  Thds  depreciation  was  divided  into  complete 
depreciation  and  incomplete  depreciation.  The  complete  de- 
preciation represented  that  part  of  the  original  plant,  which 
through  diestruction  or  obsolescence,  )iad  actually  perished  as 
useful  property.  The  incomplete  depreciation  represented  the 
impairment  in  value  of  the  parts  of  the  plant  which  remained 
in  existence  and  were  continued  in  use.  It  was  urgently  con- 
tended that,  in  fixing  upon  the  value  of  the  plant  upon  which 
the  company  was  entitled  to  earn  a  reasonable  return,  the 
amounts  of  complete  and  incomplete  depreciation  should  be 
added  to  the  present  value  of  the  surviving  parts.  The  court 
refused  to  approve  this  miethod,  and  we  think  properly  refused.'* 
In  the  Minnesota  rate  cases,  supra,  the  United  States  Supreme 
Court,  Mr.  Justice  Hughes  speaking,  said: 

^'We  cannot  approve  this  dlisposition  of  the  matter  of  de- 
preciation. *  ♦  *  It  is  also  to  be  noted  that  the  deprecia- 
tion in  question  is  not  that  which  has  been  overcome  by 
repairs  and  replacements,  but  is  the  actual  existing  deprecia- 
tion in  the  plant  as  compared  with  the  new  one.  It  would 
seem  to  be  inevitable  that  in  many  parts  of  the  plant  there 
should  be  such  depreciation,  as  for  example  in  old  structures 
and  equipment  remaining  on  hand.  And  when  an  estimate 
of  value  is  made  on  the  basis  of  reproduction  new,  the  extent 
of  existing  depreciation  should  be  shown  and  deducted.  *  *  * 
And  when  particular  physical  items  are  estimated  as  worth 
so  much  new,  if  in  fact  they  be  depreciate<l,  this  amount  should 
be  found  and  allowed  for.  If  this  is  not  dione,  the  physical 
valuation  is  manifestly  incomplete.  And  it  must  be  regarded 
as-incomplete  in  this  case." 
And  the  Court  said  in  Des  Moines  Gas  Co.  r.  Des  Moines,  238  U. 
S.  153,  P.  U.  E.  1915D,  577,  59  L.  ed.  1214,  35  Sup.  Ct.  Rep.  811: 

"The  rule  as  established  beyond  cavil  that  in  arriving  at  the 
value  of  a  plant  of  a  public  utility  for  rate-making  purposes,  the 
basis  is  the  reproduction  value  new  less  depreciation  according 
to  the  condition,  life  and  age  of  its  various  parts." 
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Kansas  City  Southern  Railway  Company  v.  United  States^ 
231  U.  S.  423. 

San  Diego  Land  and  Town  Company  v.  National  City,  174 
U.  S.  739. 
In  the  Passaic  Gas  case,  decided  by  this  Board  December  26th, 
1912,  it  was  said: 

"To  obtain  present  value  it  becomes  necessary  to   deduct 
from  the  estimated  cost  to  reproduce  new  the  accrued  depre- 
ciation." 
In  dealing  with  accrued  depreciation  in  this  case  the  Board  will  fol- 
low the  rule  laid  down  in  the  Passaic  Gas  case  which  it  understands  to 
be  in  accordance  with  the  rule  laid  down  by  the  United  States  Su- 
preme Court. 

From  all  the  evidence  the  Board  finds  and  determines  that  there 
should  be  deducted  for  accrued  depreciation  from  costs  new  of  all  the 
street  railway  properties  other  than  lands,  $13,500,000. 


appreciation. 

As  was  said  by'  the  United  States  Supreme  Court  in  Willeox  v. 
Consolidated  Gas  Cx).,  212  U.  S.  19,  53  L.  ed.  382.  18  L.'A.  R.  (N.  S.) 
1131,  29  Sup.  Ct.  192,  15  Ann.  Cas.  1034: 

^*The  valuation  of  the  property  upon  which  the  company  i? 
entitled  to  a  fair  return  must,  as  a  general  rule,  be  determined 
as  of  the  time  when  the  inquiry  is  made  regarding  the  reai^on- 
ableness  of  rates  fixed  by  statute  giving  the  company  the  l)enefit 
of  any  increase  in  the  value  of  the  property  since  it  was 
acquired." 
This  view  is  sustained  in  the  Minnesota  rate  cases,  230  U.  S.  458. 
From  exhibits  introduced!  in  this  record  it  appears  that  from  about 
1897  to  1915  or  1917  there  was  a  gradual  upward  rise  in  all  com- 
modities including  all  classes  of  material  used  in  the  construction  and 
maintenance  of  street  railway  properties,  and  during  the  war  a  most 
violent  rise.    Prices  have  already  declined  and  are  still  dieclining  at 
a  substantial  rate.    The  evidence  shows  that  the  general  decline  at  this 
time  as  compared  with  last  September  is  at  least  25  per  cent.    Within 
the  last  week  various  substantial  reductions  have  been  made  by  steel 
manufacturers  for  all  classes  of  steel  products,  including  rails,  all  of 
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which  show  that  we  are  now  rapidly  approaching  normal  conditions 
and  the  trend  prices  that  existed  before  the  war. 

The  late  Charles  A.  Prouty,  for  many  years  a  member  of  the  Inter- 
state Commerce  Commission,  and  since  1914  Director  of  the  Division 
of  Valuation  of  that  Commissdon,  in  charge  of  evaluating  the  prop- 
erties of  all  the  steam  carriers  in  the  United  States,  in  an  argument 
before  the  Interstate  Commerce  Commission  on  final  value,  January 
nh,  1920,  said: 

"I  take  it  that  you  are  io  use  the  depreciated  cost  of  the 
property.  And  that  has  been  decided  by  the  Supreme  Court 
It  was  decided  in  the  Knoxville  Water  Case.  It  was  decided  in 
the  Minnesota  rate  cases,  the  last  ca*^  in  which  that  matter 
was  discussed.  So  *  *  *  you  start  out  with  cost  less 
depreciation  the  cost  of  that  property  less  the  depreciation  of 
the  property,  or  the  cost  of  the  property  in  its  present  condi- 
tions. 

"But  the  Supreme  Court  has  indicated  that  to  that  depre- 
ciated cost  you  must  add  certain  values,  you  must  add  some- 
thing on  account  of  appreciation." 
Therefore  in  fixing  the  value  of  this  property  current  prices  or  the 
appreciated  values  will  be  considered.     How  much  weight  should  be 
attached  to  present-day  prices  is  a  question  that  cannot  be  determined* 
by  any  hard  and  fast  rule.     Certainly,  while  sufficient  consideration 
must  be  given  them,  it  would  manifestly  be  unjust  to  make  them  the 
sole  test  of  fair  value. 

Appraisals  made  following  the  theory  of  cost  of  reproduction  new 
necessarily  cover  appreciation  to  the  time  of  the  appraisal.  In  this 
record  appraisals  on  pre-war  basis  reflect  the  appreciation  to  about 
1912,  excepting  lands  which  are  appraised  at  present-day  prUces,  there- 
fore all  appreciation,  if  any,  in  lands  would  be  taken  care  of.  Another 
important  recognition  of  present-day  prices  results  from  the  fact  that 
the  additions  made  to  this  property  since  January  1st,  1916,  have 
been  included  at  the  actual  full  wartime  cost. 

Complying  with  the  rule  laid  down  by  the  United  States  Supreme 
Court,  as  we  understand  it,  and  after  carefully  considering  all  the 
evidence  as  to  the  general  upward  trend  of  prices,  and  also  ginng 
due  consideration  to  present-day  prices,  the  Board  finds  and  deter- 
mines that  an  allowance  for  appreciation  is  reasonably  represented  by 
$12,000,000. 
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DEVELOPMENT  COST  OR  GOING  VALUE. 

In  view  of  the  settled  law  on  this  subject  in  this  State  and  in 
the  United  States  the  question  of  making  an  allowance  for  going 
value  is  no  longer  open  to  discussion.  That  a  going  concern  has  a 
value  over  and  above  the  value  of  the  physical  property  employed  is 
self-evident.  From  the  very  nature  of  this  element  of  value  it  cannot 
be  arrived  at  with  mathematical  accuracy,  but  must  necessarily  be 
considered  in  the  light  of  all  the  facts  in  each  particular  case. 

Des  Moines  Gas  Company  v,  Des  Moines,  238  U.  S.  153. 
Denver  v,  Denver  Water  Co.,  246  U.  S.  178. 
Cedar  Rapids  Gas  Light  Co.  v.  Cedar  Rapids,  144  Iowa 
426;   120  N.  W.  966;   233  U.  S.  655;   32  Sup.  Ct.  389. 
Discussing  the  question  of  the  propriety  for  any  allowance  of  going 
value,  the  Supreme  Court  in  what  is  known  as  the  Passaic  Gas  Case, 
said: 

"We  think  both  on  weight  of  authority  and  on  reason  there 
should  be  such  an,  allowance.  *  *  *  the  necessary  loss 
attending  experiments  that  promise  improvement,  the  obso- 
lescence of  plant  apart  from  the  ordinary  calculable  deprecia- 
tion which  may  be  charged  to  current  expenses  instead  of  being 
capitalized,  the  expense  that  must  attend  and  the  additional 
value  that  arises  of  a  great  industry  with  a  view  to  economical 
production,  and  the  cost  of  procuring  capital  for  the  original 
works  or  subsequent  extensions.  *  *  *  The  legal  question 
is  whether  these  items  constitute  a  going  value  upon  which 
the  company  is  entitled  to  a  return  if  the  individual  rate  is 
to  be  just  and  reasonable.    To  this  we  answer  yes." 

Public  Service  Co.  v.  P.  U.  Bd.,  84  N.  J.  L.,  pp.  476-477; 
87  N.  J.  L.,  p.  581. 
The  Public  Service  Railway  Company,  as  heretofore  stated,  is  an 
amalgamation  of  a  large  number  of  separate  entities.  As  a  result 
there  is  a  uniform  operation  which  gives  to  the  system  as  a 
whole  a  greater  value  than  would  accrue  from  the  operation  .of  its 
numerous  parts  as  separate  and  distinct  units.  The  value  of  the 
system  as  a  whole  is  materially  in  excess  of  tlie  value  of  the  mere 
physical  property  of  these  units. 
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After  giving  due  consideration  to  all  the  evidence  in  this  particular 
case  bearing  upon  that  element  of  value  known  as  "going  value"  and 
to. all  the  facts  having  any  bearing  upon  this  matter,  the  Board  finds 
and  determines  that  an  allowance  for  going  value  is  reasonably  rep- 
resented by  $12,000,000. 

HISTORICAL  COST. 

Eeference  has  already  been  made  to  the  fact  that  Mr.  Clark  WolflP^ 
in  accordance  with  a  program  laid  down  by  counsel  for  the  munici- 
palities, made  a  study  of  all  the  available  books  of  the  old  underlying 
companies  including  the  minute  books  and  all  other  records  that 
could  be  found.  His  object  was  to  ascertain,  if  possible,  the  actual 
amount  of  money  which  had  been  expended  in  one  way  or  another 
in  connection  with  the  construction  and  development  of  the  various 
properties  now  making  up  the  Public  Service  Railway  Company 
system. 

He  went  at  this  study  in  two  different  ways,  both  of  which  led  to 
results  fairly  consistent  with  one  another.  His  first  method  was 
by  adding  together  various  items  which  he  classified  as  excess  capitali- 
zation. He  obtained  the  items  which  are  added  together  from  various 
minute  books,  articles  of  consolidation  and  the  like.  For  example, 
where  in  an  agreement  of  consolidation  it  appeared  that  $6,400,000 
of  stock  and  $6,400,000  of  bonds  had  been  issued  apparently  for  no 
other  purpose  than  the  purchase  of  stock  having  a  face  value  of 
$1,500,000,  be  classified  the  difference,  $11,300,000,  as  excess  cap- 
italization. By  this  method  Mr.  Wolff  arrived  at  the  conclusion  that 
the  excess  in  the  face  value  of  capitalization  over  the  amount  of 
money  which  had  actually  gone  into  construction  and  development 
was  approximately  $66,000,000.  Further  analysis  led  him  to  say 
that  the  excess  capitalization  was  approximately  $76,000,000.  He 
accounted  for  the  $10,000,000  difference  by  assumptions  that  con- 
struction had  been  paid  for  from  earnings  and  partially  by  advances 
on  the  part  of  the  corporation  for  which  it  was  never  reimbursed 
and  which  advances  so  far  as  they  related  to  construction  were  not 
capitalized,  and,  therefore,  were  not  reported.  These  statements  were 
merely  approximate  and  later  on  put  concretely  in  the  form  of  ex- 
hibits. While  Mr.  Wolff  testified  in  considerable  detail  as  to  the 
resulting  increase  in  capitalization  on  the  occasion  of  several  different 
consolidations  and  purchases  of  securities,  for  the  purpose  of  this 
report  the  statement  above  as  to  the  aggregate  is  sufficient. 
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Mr.  Wolff's  second  method  involved  the  ascertainment  from  all 
available  sources  of  the  amounts  directly  charged  to  construction  and 
other  capital  accounts.  His  Exhibit  O-504a  indicated  an  aggregate 
actual  cost  of  $93,662,873.  On  cross-examination  (testimony,  page 
5514,  October  8th,  1919),  Mr.  Wolff  corrected  this  to  the  round 
figure  of  $95,000,000,  based  upon  a  study  which  the  company  had 
made  of  Mr.  Wolff's  work.  Some  confusion  has  apparently  arisen  as 
to  the  meaning  of  "Historical  Cost."  This  is  apparent  from  the 
company's  brief,  page  144,  wherein  the  company  deduces  as  the 
value  of  the  property  the  sum  of  $95,000,000.  The  amount  of  the 
figure  of  $95,000,000  represents  the  original  cost  properly  chargeable 
to  capital  account  of  all  the  property  ever  constructed  in  connection 
with  these  companies  which  now  make  up  the  Public  Service  Railway 
Company.  It  is,  of  course,  subject  to  correction,  but  it  includes 
property  of  the  old  horse  car  and  cable  roads,  the  old  car  barns,  etc., 
which  disappeared  many  years  ago.  Books  show  that  in  connection 
with  some  companies  some  items  of  property  have  been  charged  off 
and  the  actual  aggregate  cost  of  everything  ever  constructed  by  the 
group  of  companies  is  liigher  than  the  figure  mentioned.  After  ac- 
counting, however,  for  property  already  charged  off,  the  old  horse 
and  cable  property  long  since  disappeared,  is  placed  by  Mr.  Wolff  as 
having  cost  $9,464,204.  Other  property,  miscellaneous  in  character, 
including  ferries,  amounted  to  $2,527,731. 

Ford,  Bacon  &  Davis,  in  comment'ing  on  Wolff's  liistorical  cost 
figure,  also  made  the  error  of  assuming  that  $95,000,000  represented 
the  original  cost  of  the  property  remaining  in  place  today.  Ford, 
Bacon  &  Davis  add  to  the  figures  of  $95,000,000  various  allowances 
for  overhead  charges  and  intangible  elements,  etc.,  and  finally  arrived 
at  what  the  company  (page  149,  company's  brief)  refers  to  as  his- 
torical cost  of  $119,150,263.  Historical  cost  a,s  represented  by  the 
figure  of  $95,000,000  purports  to  be  nothing  more  or  less  than  the 
actual  money  cost  of  all  construct'ion  since  the  beginning  of  this  in- 
dustry. When  used  for  the  purpose  of  aiding  in  the  determination  of 
the  value  of  property  at  the  present  time,  "Historical  Cost"  is  the 
cost  as  shown  by  records  of  so  much  of  the  property  as  is  found  in 
place  today.  It  seems  inconceivable  that  both  Ford,  Bacon  &  Davis, 
and  the  company  should  have  fallen  into  such  errors  in  their  assump- 
tions as  are  apparent  in  the  brief  of  the  company  on  pages  148  to 
150.     In  determdning  value  based  upon  original  cost,   it  may  be 


Digitized  byCjOOQlC 


Eeports  of  Boabd  of  Public  Utility  Commissioners.       173 


Public  Service  Railway  Co. — Investigation  of  ReasonablenesB  of  Rates. 

necessary  to  make  certain  deductions  for  accrued  depreciation  and 
certain  additions  for  appreciation,  but  the  result  so  obtained  has 
reference  to  value  and  not  at  all  to  cost.  We  have  carefully  analyzed 
the  testimony  and  exhibits  relating  to  historical  costs  of  this  property 
and  following  is  the  result  of  this  analysis  which  takes  into  account 
the  various  corrections  made  on  cross-examination. 

Statement  of  Mark  Wolff,  total  as  of  March  31st,  1919,  per  Ex- 
hibit O-504    $80,361,752 

Deduction  after  analysis 519,864 

Historical  cost  as  originaHy  determined  by  Mr.  Wolff $88,841,888 

Additions  suggested  by  the  company,  admitted  by  Mr.  Wolff  on 

cross-eramination    4,820,985 

Statement  by  Mark  Wolff,  per  Exhibit  O504a $03,662,873 

Adjustments  by   Ford,  Bacon  &  Davis,   per  report  of  April   11, 
1921   (pages  42-46)— 

Additions  account  work  performed  by  B.  M.  Shanley 1,078,515 

$94,741,388 

Deduction  due  to  errors  of  transcription $1,072,980 

Deduction  due  to  substitution  of  actual  costs  for 
estiniates  by  Mr.  Wolff 376,545 

Total  deductions   1.449,525 

Total  March  31at,  1919,  after  adjustment  by  Ford,  Bacon  & 

Davis $93,291,86;] 

Additions,  March  Slst,  1919,  to  December  31st,  1920 2,562,245 

$95,854,108 
Addition — Correction  to  December  31st,  1920  a/c  Power  Plant,  123,315 

$95,977,423 
Deduct  rehabilitation  expense  improperly  charged  to  capital  ac- 
count            4,160,854 

Total   to  December  3l8t,  1920,   including  superseded    Horse  and 
Cable  property.  Power  Plant  turned  over  to  Electric  Company 

and  Miscellaneous  Properties  (Ferries,  Elevator,  etc.) $91,816,569 

Deductions  per  Wilcox  Exhibit  O-620— 

Superseded  horse  and  cable  property $9,464,204 

Power  Plant  and  equipment,  plus  $123,315  error,       7,045,289 

Total    $16,509,493 

Miscellaneous  property    2,527,731 

19,037,224 


Total    Historical   Cost   of   Railway   Property   existing   December 
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It  has  been  contended  by  witnesses  for  the  company  that  the  amounts 
mentioned  by  Mr.  WolflE  represent  charges  to  construction  for  labor 
and  material  only  (testimony,  page  5551,  October  8th,  1919), 
It  was  also  contended!  that  materials  and  supplies  should  be  added  to 
Mr.  Wolff's  figures  (testimony,  page  5552,  October  8th,  1919). 
With  regard  to  overhead  charges,  attention  is  directed  to  Exhibit 
0-412  entitled  "Overheads  charged  to  Construction  on  books  of  Pub- 
lic Service  Railway  Company  and  certain  Underlying  Predecessor 
Companies."  Attention  is  also  called  to  Exhibit  0-411  entitled  "In- 
terest duiting  Construction  charged  to  Capital  Account  by  Consolidated 
Traction  Company,  1893-1898."  Attention  is  also  called  to  Exhibit 
0-409  and  0-41 0  which  show  interest  charged  to  construction  account 
included  by  Wolff  in  his  aggregate  cost.  Exliibit  O-408  shows  tlie 
inclusion  of  engineering  costs  on  the  books  of  the  Jersey  City,  Hoboken 
and  Paterson  Street  Railway  Company.  Whatever  may  be  the  fact  of 
the  matter  wdth  r^ard  to  the  method!  of  classifying  charges,  it  is 
clear  that?  Mr.  Wolff's  aggregate  figures  include  all  costs  properly 
chargeable  to  capital  account  as  found  on  the  books  of  the  company. 

Mr.  Wolff  himself  calls  attention  in  the  exhibits  referred  to  that 
the  relation  of  these  overhead  charges  to  the  total  amount  of  con- 
struction was  quite  small,  but  it  must  be  remembered  that  a  very  large 
part  of  the  engineering  and  other  similar  services  was  furnished  by 
the  administrative  and  operating  forces  in  the  employ  of  the  various 
companies.  This  again  draws  attention  to  the  facts  developed  by 
historical  cost  study  as  compared  with  estimates  of  value  babied  upon 
reproduction  cost  theories.  Historical  cost  studies  have  invariably 
developed  the  fact  that  very  large  proportions  of  the  existing  plants 
of  the  public  utility  companies  have  been  constructed  directly  under 
the  supervision  of  these  utilities  and  that  in  most  cases  the  costs  have 
been  what  are  now  known  as  piece-meal  costs.  They  are  undoubtedly 
higher  than  the  basic  costs  to  a  contractor  operating  under  efficient 
conditions  and  with  a  large  well  organized  force  of  men.  These  his- 
torical cost  studies  have  also  shown  that  the  associated  overhead 
charges  have  been  small,  preliminary  expense  in  connection  with  the 
greater  portion  of  the  plant  development  engineering,  interest  during 
construction  and  other  similar  elements  have  been  very  small  and  were 
not  charged  directly  to  capital  account  and  have  been  absorbed  in 
operating  charges.    The  result  of  this  would  be  to  hold  down  the  cost 
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of  the  property  as  charged  on  the  books,  but,  on  the  other  hand,  to 
increase  the  development  cost  due  to  the  reduction  in  the  amount  of 
money  available  from  time  to  time  as  net  income. 

In  the  reproduction  cost  method  of  determining  value  we  assume 
that  the  entire  property  as  it  exists  today  is  being  reconstructed 
within  a  comparatively  short  period  of  time  by  a  thoroughly  organized 
contractor  or  group  of  contractors.  The  unit  costs  under  such  condi- 
tions are  low;  the  overhead  charges,  on  the  other  hand,  are  always 
much  higher,  even  when  properly  classified  than  when  large  additions 
are  being  made  to  an  existing  property  by  its  operating  and  adminis- 
trative forces.  Generally  speaking,  the  aggregate  result  in  each  case 
should  be  nearly  the  same  if  prices  are  taken  as  of  the  same  period  of 
time.  The  final  conclusion  as  to  the  historical  cost  of  the  property  in 
existence  today  is  as  we  have  shov^n  above. 


WORKING  CAPITAL. 

In  making  up  the  value  of  the  property  of  a  utility  company  allow- 
ance must  be  made  for  working  capital.  The  exact  amount  of  work- 
ing capital  or  the-  proportion  which  it  bears  to  value  of  other  prop- 
erty will  vary  considerably  with  the  different  utilities.  A  gas  company, 
for  instance,  must  have  on  hand  a  suflBcient  quantity  of  materials  and 
supplies  to  meet  operating  expenses  and  insure  continuity  of  service, 
all  of  which  must  be  paid  for,  and  expenditures  of  such  character 
form  part  of  the  investment  actually  made  before  customers  are  served 
at  all  and  before  collections  of  revenue  can  be  made.  Indeed,  before  a 
gas  company  can  collect  many  of  its  bills  it  will  have  rendered  senice 
from  a  month  to  a  month  and  a  half,  and  it  has  made  an  investment 
during  that  period  corresponding  to  the  entire  cost  of  operation  up  to 
the  time  it  can  commence  to  collect  money  from  its  customers.  An 
electric  light  or  water  company  is  in  much  the  same  position  as  the 
gas  company. 

A  street  railway  company,  on  the  other  hand,  is  in  a  somewhat 
different  position,  due  to  the  fact  that  it  collects  its  revenue  at  the 
time  it  furnishes  the  service.  In  other  words,  its  business  corresponds 
exactly  to  that  of  the  merchant  who  conducts  what  is  called  a  "cash 
and  carry"  system.     Its  need  for  working  capital  is,  therefore,  not 
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quite  the  same  as  that  of  the  ordinary  utility  which  furnishes  its 
service  through  meters. 

An  examination  of  the  inventory  and  of  the  hooks  of  the  company 
leads  to  the  conclusion  that  the  company,  in  its  judgment,  has  foimd 
it  necessary  to  carry  in  its  various  storerooms  considerable  quantities 
of  the  numerous  and  varied  parts  required  in  maintenance  of  its  prop- 
erty. Some  study  also  shows  that  a  part  at  least  of  materials  and 
supplies  carried  in  storerooms  is  finally  used  for  purposes  properly 
chargeable  to  capital  account.  If  interest  during  constmction  is  in- 
cluded in  the  valuation  upon  all  of  the  items  going  to  make  up  the 
structural  whole,  a  partial  duplication  occurs  by  including  in  our 
allowance  for  working  capital  so  much  of  materials  and  supplies  as 
are  held  for  strictly  construction  purposes.  It  is  found,  however,  that 
in  the  year  1918,  for  which  a  careful  analysis  was  made,  but  17.5  per 
cent,  of  such  property  finally  found  its  way  into  the  const ruct)i on 
account,  and  under  all  the  drcumstances  it  is  not  necessary  to  draw 
any  fine  distinctions  as  the  effect  on  the  final  result  would  Ik?  prac- 
tically negligible. 

Cooley,  in  his  report  (page  128),  finds  that  the  average  material 
and  supplies  over  a  period  of  five  years  was  approximately  $690,000. 
Ford,  Bacon  &  Davis,  taking  part  of  theiir  information  from  the  books 
and  partly  from  materials  found  in  the  storerooms,  arrive  at  a  total  of 
$1,520,000.  The  annual  reports  of  the  company  show  that  in  1911 
there  was  material  and  supplies  amounting  to  $611,757.  This  amount 
has  risen  as  high  in  1916  as  $982,710;  was  down  to  $383,835  in 
1915,  but  rose  in  1920  to  $1,081,936. 

With  r^ard  to  the  cash  required  in  the  operation  of  the  company, 
Cooley  esiiimates  (page  7  of  his  report)  by  deducting  current  ]ial)ilitios 
from  current  a«v«ets,  the  amount  $918,000.  Ford,  Bac/)n  S:  Davis 
estimate  that  the  amount  needed  is  equal  to  the  average  monthly 
operating  expense  less  the  average  monthly  charge  for  depreciation, 
or,  in  other  words,  about  $1,860,000. 

Tlie  Board  therefore  finds  and  determines  that  working  capital  is 
needed  by  the  company  for  two  purposes : 

1.  Because  of  investment  in  materials  and  supplies. 

2.  To  cover  the  amounts  needed  in  advance  to  meet  charges  for 
insurance,  licenses,  and  other  similar  items,  in  the  aggregate. 
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In  the  opinion  of  the  Board,  one  million  and  a  half  dollars  is 
amply  sufficient  for  these  purpoees.  No  cash,  advances  are  required 
as  a  part  of  working  capital  to  meet  any  other  charges  in  advance 
of  the  receipt  by  the  company  of  money  from  the  customers  served 
by  it. 

fair  value. 

In  the  case  of  Smyth  v,  Ames,  169  U.  S.  466,  the  Supreme  Court 
of  the  United  States,  Mr.  Justice  Harlan  speaking  for  the  court, 
said: 

"We  hold,  however,  that  the  basis  of  aU  calculations  as  to 
the  reasonableness  of  rates  to  be  charged  by  a  corporation 
maintaining  a  highway  under  legislative  sanction  must  be  the 
fair  value  of  the  property  being  used  by  it  for  the  convenience 
of  the  public.  And  in/  order  to  ascertain  that  value,  the 
original  cost  of  construction,  the  amount  expended  in  per- 
manent improvements,  the  amount  and  market  value  of  its 
bonds  and  stock,  the  present  as  compared  with  the  original 
cost  of  construction,  the  probable  earning  capacity  of  the 
property  under  particular  rates  prescribed  by  statute,  and  the 
sum  required  to  meet  operating  expenses,  are  all  matters  for 
consideration,  and  are  to  be  given  such  weight  as  may  be 
just  and  right  in  each  case.  We  do  not  say  that  there  may  not 
be  other  matters  to  be  regarded  in  estimating  the  value  of  the 
property.'' 

"What  the  company  is  entitled  to  ask  is  a  fair  return  upon 
the  value  of  that  which  it  employs  for  the  public  convenience. 
On  the  other  hand,  what  the  public  is  entitled  to  demand  is 
that  no  more  l)e  exacted  from  it  for  the  use  of  a  public  high- 
way than  the  services  rendered  by  it  are  reasonably  worth." 

"Value  is  a  shifting,  variable  thing,  depending  upon  many 
factors — ^the  money  markets,  shifting  populations,  demand, 
competition,  politics,  weather  conditions,  taxes — the  varied 
opinions  of  men  and  the  rates  themselves  all  have  to  do  with 
13 
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the  rise  and  fall  of  values.  To  say  that  rates  are  to  be  based 
upon  the  value  of  the  property,  using  the  term  in  its  usual 
and  ordinary  sense,  is  to  say  that  the  rates  shall  be  based 
upon  one  premise  today,  and  another  tomorrow.  So  we  must 
conclude  that  when  the  courts  said  that  rates  were  to  be  based 
upon  ^fair  value'  they  could  not  have  meant  to  use  the  word 
'value'  in  the  sense  in  which  the  word  is  ordinarily  used  and 
understood." 
In  the  Minnesota  rate  cases,  230  U.  S.  352,  the  Supreme  Court  of 
the  United  States,  Mr.  Justice  Hughes,  speaking  for  the  court,  said : 

"The  basis  of  calculation  is  the  'fair  value  of  the  property' 
used  for  the  convenience  of  the  public.  Smyth  v.  Ames,  169 
U.  S.  546.  Or,  as  it  was  put  in  San  Diego  Land  and  Town 
Company  v.  National  City,  174  U.  S.  757:  'What  the  com- 
pany is  entitled  to  demand,  in  order  that  it  may  have  just 
compensation,  is  a  fair  return  upon  the  value  of  the  property 
at  the  time  it  is  being  used  for  the  public'  See  also  San 
Diego  Land  and  Town  Company  v.  Jasper,  189  U.  S.  439, 
and  Willcox  v.  Consolidated  Gas  Company,  212  U.  S.  19,  41. 

"The  ascertainment  of  that  value  is  not  controlled  by  arti- 
ficial rules.  It  is  not  a  matter  of  formulas,  but  there  must 
be  a  reasonable  judgment,  having  its  basis  in  a  proper  con- 
sideration of  all  relevant  facts.  The  scope  of  the  inquiry  was 
thus  broadly  described  in  Smyth  v.  Ames  (169  U.  S.  466,  546, 
547) :  'In  order  to  ascertain  that  value,  the  original  cost  of 
construction,  the  amount  expended  in  permanent  improve- 
ments, the  amount  and  market  value  of  its  bonds  and  stock, 
the  present  as  compared  with  the  original  cost  of  construction, 
the  probable  earning  capacity  of  the  property  under  particular 
rates  prescribed  by  statute,  and  the  sum  required  to  meet 
operating  expenses,  are  all  matters  for  consideration,  and 
are  to  be  given  such  weight  as  may  be  just  and  right  in  each 
case.  We  do  not  say  that  there  may  not  be  other  matters  to 
be  regarded  in  estimating  the  value  of  the  property.  What 
the  company  is  entitled  to  ask  is  a  fair  return  upon  the  value 
of  that  which  it  employs  for  the  public  convenience.  On  the 
other  hand,  what  the  public  is  entitled  to  demand  is  that  no 
more  be  exacted  from  it  for  the  use  of  a  public  highway  than 
the  services  rendered  by  it  are  reasonably  worth." 
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In  the  case  of  the  State  Public  Utilities  Commission,  ex  rel.  The 
City  of  Springfield,  Appellant,  v.  The  Springfield  Gas  and  Electric 
Company,  Appellee,  125  N.  E.  891,  decided  February  6th,  1920,  the 
Supreme  Court  of  Illinois  said: 

"It  would  be  equally  as  unfair  to  the  consumer  to  fix  the 
rate  at  a  figure  which  would  produce  a  reasonable  income  on 
a  value  determined  by  the  cost  of  reproduction  new  at  the 
time  when  cost  of  construction  was  abnormally  inflated,  as  it 
would  be  unfair  to  the  public  utility  to  compel  it  to  serve 
the  public  for  a  rate  that  would  produce  a  reasonable  income 
on  a  value  determined  by  cost  of  reproduction  new  at  a  time 
when  the  cost  of  construction  was  abnormally  low.     There- 
fore, it  cannot  be  laid  down  as  a  rule  without  qualifications 
that  cost  of  reproduction  new,  less  depreciation,  is  the  only 
basis  of  valuation  for  rate-making  purposes.    It  is  equally  true 
that  the  original  cost  of  construction,  less  depreciation,  cannot 
be  held  to  be  the  only  proper  basis  for  determination  of  value 
for  rate-making  purposes.    As  we  have  pointed  out  heretofore 
in  this  opinion,  the  weight  of  authority  is  that  every  element 
having  any  bearing  on  the  situation  must  be  considered  in  the 
investigation  and  then  sound  business  judgment  applied  to  the 
determination  of  a  valuation  that  is  fair  and  just  to  the  con- 
sumer and  the  utility.     Each  case  must  be  considered  on  its 
own  merits  and  such  result  of  value  arrived  at  as  may  be  just 
and  right  in  each  case.     It  is  not  a  matter  of  formulas,  but 
there  must  be  a  reasonable  judgment  having  its  basis  in  a 
proper  consideration  of  all  relevant  facts.     We  consider  any 
value  a  fair  value  which  fair  and  reasonable  men  would  say 
ought  to  be  attached  to  the  property,  under  all  circumstance.^ 
of  the  particular  case,  for  the  purpose  of  measuring  a  return 
which  the  public  should  pay  to  the  owner." 
We  understand  that  it  is  the  contention  of  the  company  that  in 
determining  value  for  the  purpose  of  establishing  just  and  reasonable 
street  car  fares,  the  greater  weight  should  be  given  to  present-day 
prices   (brief,  page  40).     In  fact,  this  record  contains  the  evidence 
of  many  experts  employed  on  the  part  of  the  company  in  which 
they  have  testified  to  a  value  based  on  prevailing  prices  during  1920 
and  the  early  part  of  1921,  which  inflates  the  value  of  the  property 
to  approximately  twice  that  obtained  by  the  use  of  pre-war  prices. 
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It  seems  to  us  this  contention  is  fully  answered  by  Mr.  Justice 
Harlan,  speaking  for  the  Supreme  Court  of  the  United  States,  in  the 
case  of  Smyth  v.  Ames,  supra,  where  he  said : 

"To  say  that  rates  are  to  be  based  upon  the  value  of  the 
property,  using  the  term  in  its  usual  and  ordinary  sense,  is 
to  say  that  rates  shall  be  based  upon  one  premise  today  and 
another   tomorrow.      So,   we   must  conclude    that   when   the 
courts  said  that  the  rates  were  to  be  based  upon  'fair  value,' 
they  could  not  have  meant  to  use  the  word  'value'  in  the  sense 
in  which  the  word  is  ordinarily  used  and  understood." 
In  connection  with  this  expression  of  Mr.  Justice  Harlan,  we  call 
attention  to  the  statement  of  the  late  Charles  A.  Prouty  appearing  in 
a  memorandum  filed  with  the  Interstate  Commerce  Commission  sev- 
eral years  ago  where,  in  speaking  of  value,  he  said : 

"It  is  a  thing  which  has  come  into  existence  in  connection 

with  the  regulation  of  public  utilities.     It  has  never  been 

defined  by  any  economist  or  dictionary  maker.     It  has  been 

described  by  the  courts  and  is  that  sum  upon  which  under  all 

the  circumstances  and  upon  fair  consideration  of  all  the  facts 

and  elements  to  be  taken  into  account  a  fair  return  should  be 

permitted.     I  doubt  if  any  definition  can  ever  add  to  this 

description  of  the  thing  itself.'' 

Furthermore,  the  contention  of  the  company  is  contrary  to  the 

holdings  of  the  Supreme  Court  of  Illinois,  in  the  Springfield  Gas 

Case,  supra,  which  the  company  has  quoted  approvingly  in  its  brief 

in  dealing  with  other  matters. 

Mr.  Justice  Hughes,  in  the  Minnesota  Rate  cases,  supra,  in  speak- 
ing of  fair  value,  said : 

"The  ascertainment  of  that  value  is  not  controlled  by  arti- 
ficial rules.     It  is  not  a  matter  of  formulas,  but  there  must 
be  a  reasonable  judgment,  having  its  basis  in  a  proper  con- 
sideration of  all  relevant  facts." 
The  Supreme  Court  of  Illinois,  in  the  Springfield  Gas  case,  supra, 
said : 

"We  consider  any  value  a  fair  value  which  fair  and  reason- 
able men  would  say  ought  to  be  attached  to  the  property,  under 
all  the  circumstances  of  the  particular  case,  for  the  purpose 
of  measuring  a  return  which  the  public  should  pay  to  the 
owner." 
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Can  any  fair  and  reasonable  man  say  at  this  time  that  the  public 
served  by  this  company  should  pay  a  fare  based  upon  the  abnormally 
high  prices  caused  by  the  great  World  War,  which  prices,  according 
to  the  evidence,  in  the  last  six  or  eight  months  have  already  declined 
25  per  cent,  or  more  and  the  trade  papers  with  each  issue  noting 
further  declines  ?  We  think  this  question  is  fully  answered  by  former 
Justice  Charles  E.  Hughes,  acting  as  a  referee  in  the  case  of  Brook- 
lyn Borough  Gas  Company  v.  Public  Service  Commission,  P.  I^.  K. 
1918  F,  335-347,  July  24th,  1918: 

"To  base  rates  upon  a  plant  valuation  simply  representing 
a  hypothetical  cost  of  reproduction  at  a  time  of  abnormally 
high  prices  due  to  exceptional  conditions  would  be  manifestly 
unfair  to  the  public,  and  likewise  to  base  rates  upon  estimated 
cost  of  reproduction  far  lower  than  the  actual  bona  fide  and 
prudent  investment  because  of  abnormally  low  prices,  would 
be  unfair  to  the  company.  This  question  of  taking  the  hypo- 
thetical reproduction  cost  under  abnormal  conditions  as  a  rate 
base  should,  of  course,  not  be  confused  with  the  necessity  of 
recognizing  actual  cost  of  operation,  even  though  abnormal. 
A  public  service  corporation  is  entitled  to  be  reasonably  com- 
pensated for  its  service,  and  the  actual  cost  of  its  operations 
must  always  be  taken  into  consideration  in  determining 
whether  or  not  it  received  a  fair  compensation  above  that  cost. 
But  it  is  a  different  thing,  after  cost  has  been  defrayed,  and 
the  question  is  as  to  the  compensation  to  be  allowed  in  excess 
of  cost,  to  take  as  the  ba^s  for  a  compensatory  return  an 
asserted  plant  value  far  above  the  actual  investment,  which  is 
reached  merely  by  expert  estimates  of  a  cost  of  reproduction 
under  abnormal  conditions.  This  would  result  in  allowing  a 
public  service  corporation  to  take  advantage  of  a  public  calam- 
ity by  increasing  its  rates  above  what  would  be  a  liberal  return 
not  only  on  actual  investment,  but  upon  a  normal  reproduction 
cost,  in  the  view  that  unless  it  could  make  an  essentially  ex- 
orbitant demand  upon  the  public  it  would  be  deprived  of  its 
property  without  due  process  of  law.  The  enforcement  of 
the  constitutional  guaranty  does  not  require  the  application  of 
any  artificial  formula.  It  has  constantly  been  pointed  out  that 
the  rate  must  be  what  is  called  ^the  fair  value  of  the  property,^ 
and  that  as  to  this  there  must  be  a  reasonable  judgment 
based  on  a  proper  consideration  of  all  relevant  facts.'' 
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Referring  again  to  weight  to  be  given  present-day  prices  in  deter- 
mining fair  value  for  rate-making  purposes,  attention  is  called  to  a 
recent  case,  viz.,  Potomac  Electric  Power  Company  v.  Public  Utilities 
Commission  of  the  District  of  Columbia,  'P.  U.  C.  1920  C.  326.  The 
Supreme  Court  of  the  District  of  Columbia  (341)  said: 

"Reproduction  cost  less  depreciation  is  but  one  of  the  ele- 
niients  of  value,  and  in  my  judgment  ordinarily  only  a  negative 
element,  to  be  considered  in  the  final  determination  of  fair 
value.     Its  use  is  to  throw  light  upon  the  actual  amount  in- 
vested, and  this  can  only  be  done  where  the  reproduction  coj^t 
is  determined  as  of  a  fairly  normal  perio<l.    It  would  lose  all 
value  if  made  as  of  an  abnormal  period  when  prices  were 
abnormally  low  or  hdgh.    To  be  of  any  assistance  or  real  use, 
it  must  be  made  as  of  a  normal  time  and  the  unit  cost  applied 
thereto  should  extend  over  a  sufiBcient  number  of  years  to  show 
a  normal  trend  of  prices." 
We  have  been  unable,  in  view  of  all  of  the  testimony  in  the  case, 
to  accept  the  Ford,  Bacon  &  Davis  valuation  of  $125,000,000  for  tliis 
property. 

The  act  under  which  this  valuation  was  made  and  the  amsendnient 
thereto  passed  in  1921  provided  that  it  should  be  presumptJive  evidence 
in  any  rate  proceeding  pending  before  this  Board  to  the  extent  that 
the  value  of  the  utilities'  property  was  a  factor  in  the  fixing  of  a 
rate,  but  said  the  act  also  provided  that  all  other  evidence  of  valuation 
should  be  considered  by  the  Board. 

Wliile  we  have  given  consdderation  to  the  Ford,  Bacon  &  Davis 
valuation,  in  reaching  our  conclusions,  we  have  also  cx>nsidered,  and 
given  such  weights  as  in  our  judgment  it  was  entitled  to,  all  of  the 
other  evidence  in  the  case.  Colonel  Black,  the  witness  produced  by 
Ford,  Bacon  &  Dans,  admitted  that  this  valuation  of  $125,000,000 
represented  nedther  pre-war  costs  nor  present-day  cost?,  but  was  an 
estimate  which  he  made  as  to  what  is  the  value  of  the  propert}'  by  pro- 
jecting into  the  pre-war  costs  an  undefined  sum  to  represent  present- 
day  costs.  He  further  admitted  that  this  was  a  matter  upon  which 
engineers  might  differ  and  that  after  all  the  question  of  value  is  one 
fyf  })ure  business  judgment.  He  further  testified  as  follows  (page 
10140,  June  13th,  1921)  : 
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^'Unfortunately  you  can't  determine  value  except  on  the  basis 
of  what  the  property  will  brdng  in;  what  the  profits  are. 
There  is  no  other  measure  of  value;  that  is  the  one  and  only 
measure.  The  productiveness  of  the  use  of  the  property  de- 
termines its  value;  consequently  you  have  to  start  from  the 
service  and  not  from  the  physical  property,  because  there  is  no 
basis  on  which  you  can  build  up  value  if  you  take  the  cost  of 
reproducing  the  property ;  that  may  or  may  not  represent  the 
value. 
******* 

"Q.  What  do  you  think  the  limit  of  the  fare  is  that  the 
traffic  wdll  bear? 

'Witness — T  think  it  is  approximately  ten  cents. 

******* 

"Q.  In  other  words,  you  used  the  highest  fare  that  you 
thought  the  traffic  would  bear  in  order  to  find  out  whether  your 
$125,000,000  was  justified. 

"Witness — That  is  perfectly  proper.'' 
And  in  the  report  of  Ford,  Bacon  &  Davis,  they  say : 

"It  seems  to  have  been  the  practice  in  the  past  to  attempt 
to  determine  the  value  of  a  public  utility  without  regard  to  the 
value  of  the  service  rendered,  placing,  as  it  were,  the  cart 
before  the  horse  and  resulting  in  there  being  no  real  founda- 
tion for  the  values  thus  attempted  to  be  established.     If  the 
value  of  the  service  rendered  is  once  established,  the  value  of 
the  property  devoted  to  the  public  use  is  readily  djetermined 
by  ordinary  economic  considerations." 
The  absurdity  of  some  of  the  claims  of  value  made  by  the  company 
is  illustrated  by  the  contention  of  Mr.  McCarter  that  the  value  of  the 
company's  property  for  rate-making  purposes  is  $200,000,000.    Assume 
that  the  Board  allowed  the  company  to  collect  a  fare  high  enough  to 
pay  operating  expenses  and  a  seven  per  cent,  return  upon  a  value  of 
$200,000,000,  this  would  make  $14,000,000  available  for  dlividiends  on 
its  stock  and  to  pay  interest  charges  on  guaranteed  stock  and  rentals 
on  imderlying  companies,  amounting  to  approximately  $5,150,000. 
Deducting  this  $5,150,000   from  $14,000,000   leaves   approximately 
$8,850,000  with  which  to  pay  dividends  on  its  outstanding  capital 
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stock,  or  about  18  per  cent.  ConMdering  the  fact  that  the  company 
never  paid  over  three  per  cent,  dividende  (and  that  amount  in  only 
one  year),  such  a  return  drawn  from  the  riding  public  would  be 
grossly  excessive. 

It  may  be  contrasted  with  Mr.  McCarter's  statement  of  1918  (page 
109,  testimony  of  March  26th,  1918)  : 

'The  basis  of  this  application  is  the  request  to  this  Com- 
mission to  put  us  back  on  the  1916  ba^.^' 

In  1916  the  company  paid  three  per  cent,  on  its  outstanding  capital 
stock,  the  highest  ever  paid.  Prom  1911  to  1917,  inclusive,  it  paid 
dividends  averaging  1.817  per  cent.  In  1917,  when  it  paid  out  $1,096,- 
461  dividends,  it  was  enabled  to  do  so  only  by  failing  to  credit  its 
depreciation  reserve  with  amounts  comparable  with  those  of  the  imme- 
diate preceding  years.  In  none  of  those  years  could  it  be  claimed 
that  its  -earnings  were  limited  by  either  adverse  action  or  failure  of 
action  on  the  part  of  this  Board,  no  application  for  relief  to  the 
Board  having  been  made  until  1918. 

In  fixing  a  fair  rate  of  return,  it  is  proper  to  take  into  considera- 
tion the  previous  earnings  of  the  company  under  its  franchise  con- 
tracts, prescribing  the  rate  of  fare  it  was  permitted  to  charge,  before 
it  was  relieved  of  the  limitations  of  such  contracts. 

TABLE  I. 

COMPARISON   OF  ADJUSTED   APPARATUS. 

Ford,  Bacon  Historical 

Acct  Nos.                       Item.                           Cooley.          &  Davis.  (Wolff). 
504  to  529  Way    and    Structures    (Land 

not  included)    $32,440,047    $32,009,924     

530  to  538  Equipment    12,380,702       12,606,924     


Sub-total    $44,820,749    $45,443,405     . 

Structural  Overheads—  Note  ( 1 )         Note  ( 2 ) 


Note  {1).  Accounts  501  and  546  same  percentages  are  applied  as  used  by 
Cooley. 

Account  547,  interest  of  7  per  cent.,  and  Account  549,  taxes  of  1  per  cent., 
to  all  preceding  items. 

Note  (2).  Actual  amounts  and  percentages  allowed  as  estimated  by  Ford, 
Bacon  &  Davis,  adjusted  to  December  31st,  1915,  and  excluding  land. 
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Ford,  Bacon  Historical 

Acct.  Nos.                        Item.                            Cooley.           &  Davis.  (Wolff). 

538-a  General  Contingencies $563,430     

501  Engineering  and  Superintends 

ence   $1,860,616         2,300,342     

546  Law    expenditures    (and    ad- 

ministration)         1,167,259         1,150,171     

547  Interest  during  Construction. .     3,350,034         3,140,542     

549  Taxes   during   Construction .  .        478,576  445,116     


Sub-total  Structural  Over- 
heads     $6,8(J5,485       $7,599,607 


Sub-total  Structures  and 
Equipment    $51,686,234     $53,043,012 

Net  Additions,  1-1-16  to 
5-31-21  (Land  not  in- 
cluded)       11,.344,577       11,344,577 


Total   Structures  and 

Equipment,  5-31-21' $63,^30,811     $64,387,589 


Land — 

502-a  Right  of  Way $2,426,060       $2,426,060 

502-b  Special  improvement  to  right 

of  way 245,474  253,991 

503  Other  Land    6,028,652         6,028,652 


Total  Land)    $8,700,186      $8,708,703 


Total    I^and    and    Struc- 
tures, 5-31-21 $71,730,997     $73,096,292 


Deductions — 

A  Excess  of  book  cost  over  pur- 
chasing price  of  property  in- 
stalled for  the  Emergency 
Fleet  Corporation   $633,408         $633,408 

B     Wagon  Elevators  and  Ferries — 

Land    629,895  629.8J>5 

Structures    1,611,898         1,648,205 


Total  Deductions $2,875,201       $2,911,508 


Total     Land     and     Structures 
useful     for     Railway     pur- 
•  poses,  5-31-21 $68,855,796     $70,184,784        Note   (3 ) 


Taken  as $69,000,000    $70,000,000    $72,779,345 


Note  (3).  Additions  5  months  of  1921  not  included,  as  they  are  approxi- 
mately offset  by  deduction  of  items  above  on  account  of  Emergency  Fleet 
CJorporation.  ^-^  , 
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Three  estimates  of  physical  cost  of  the  properties  were  presented  in 
evidence,  excluding  intangibles  and  everything  else  except  pure  physi- 
cal costs.    These  estimates  are  as  follows : 

Cooley,  cost  new,  approximately   $69,000,000 

Ford,  Bacon  &  Davis,  cost  new,  approximately 70,000,000 

Wolff,  cost  new  (historical),  approximately 72,779,345 

Taking  the  figure  of  $70,000,000  which  we  consider  as  the  cost  new 
of  the  property,  we  deduct  therefrom  depreciation  and  add  to  the 
resultant,  apprecdation,  going  value  and  working  capital.  Cooley's 
estimate  of  depreciation  is  approximately  $9,000,000;  Ford,  Bacon 
&  Davis'  $14,900,000  and  Wilcox's  (based  on  Wolff's  historical  cost) 
$14,510,000.  We  have  concluded  that  the  sum  of  $13,500,000  is  a 
proper  amount  upon  all  the  testimony  on  this  point. 

As  to  appreciation,  Ford,  Bacon  &  Davis  set  up  no  specific  figure, 
nor  is  it  practical  to  use  the  Cooley  estimate  in  view  of  the  excessive 
allowances  made  by  him  for  overheads  and  intangibles,  etc.  We  have, 
as  before  stated,  arrived  at  an  estimate  of  $12,000,000  based  upon 
the  average  annual  appreciation  of  these  properties  since  1897  plus 
an  additional  allowance  to  cover  war-time  prices. 

As  to  materials,  supplies  and  cash,  designated  under  the  general 
term  "Working  Capital,"  we  have,  for  the  reasons  comprehensively 
set  forth  in  this  report,  allowed  to  sum  of  $1,500,000. 

The  following  is  a  statement  in  more  itemized  form : 

Physical  cost  or  value $70,000,000 

Less  depreciation    13,500,000 

Sub-total  $50,500,000 

Add  appreciation 12,000,000 

Add  working  capital    1,500,000 

Add  going  value   12,000,000 

Total   $82,000,000 

After  considering  all  the  evidence  in  this  case  relating  to  the  value 
of  the  properties  of  the  Public  Service  Railway  Company,  the  histori- 
cal cost,  cost  of  reproduction  new,  accrued  depreciation,  appreciation, 
including  all  overheads,  going  value,  contingencies,  cash  workinor  cap- 
ital, materials  and  supplies  and  all  other  elements  of  value,  tangible 
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and  intangible,  and  having  considered  the  company  as  a  going  con- 
cern with  attached  bu&iness,  we  find  and  determine  that  the  fair  value 
for  rate-makig  purposes  to  be  $82,000,000. 


OPi:iL\TIXG  EXPENSES  AND  TAXES. 

x\s  a  preliminary  to  a  determination  of  the  operating  revenue  de- 
ductions to  be  provided  for  the  ensuing  year  beginning  August  1st, 
1921,  it  will  be  necessary  to  approximate  the  number  of  passengers 
which  the  company  may  expect  to  transport  during  that  year.  In 
making  this  estimate  and  all  other  estimates  hereinafter  following, 
the  Board  will  consider  all  the  evidence  adduced  since  the  beginning 
of  this  case  by  the  company  filing  its  original  application  on  March 
oth,  1918.  This  will  include  also  the  annual  repori:s  of  the  company 
and  the  monthly  reports  showing  operating  results  and  also  monthly 
reports  showing  wages  paid,  duly  classified. 


ESTIMATE  OF  PASSENGERS  TO  BE  TRANSPORTED  DURING  THE 
ENSUING  YEAR. 

In  Exhibit  P-9  of  the  so-called  ten-cent  fare  case  the  applicant 
estimates  380,264,875  base  fare  passengers  and  84,384,37-i  j>aid 
transfer  passengers  to  be  carried  during  the  year  under  the  existing 
schedule  of  rates.  This  estimate  was  based  on  the  assumption  that 
^Ye  per  cent,  more  passengers  would  be  carried  during  the  year  cov- 
ered by  the  estimate  than  the  year  1920,  this  being  the  average  annual 
increase  as  testified  to  by  the  company's  witness. 

An  examination  of  the  annual  reports  of  the  company  indicates 
that  there  have  been  increases  and  at  times  decreases  in  the  number 
of  passengers  transported,  but  that  over  a  period  of  years  there  has 
been  a  progressive  increase.  At  the  last  hearing  held  on  June  30th, 
1921,  testimony  was  submitted  showing  that  on  the  basis  of  sub- 
stantially six  months'  operation  the  increase  over  1920  was  1.31  per 
cent.  For  the  purpose  of  this  report,  therefore,  the  Board  will  as- 
sume that  the  number  of  passengers  to  be  transported  during  the  year 
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beginning  August  1st,  1921,  will  be  1.31  per  cent,  more  than  those 
transported  during  1920.  This  leads  the  Board  to  find  that  the  fol- 
lowing passengers  will  be  transported  during  that  period,  viz. : 

Base  rate  fares  361,130,000 

School   fares    5,300,000 

Total  first  fares 366,430,000 

Transfer  fares  on  2c.  basis 75,000,000 

Total  of  all  fares 441,430,000 

The  car  miles  necessary  to  carry  361,691,558  pas^^engers  in  1920 
were  59,992,805  and  the  car  hours  were  6,498,917.  The  Board  finds 
and  determines  that  it  will  require  60,268,000  car  miles  to  transport 
the  above  passengers  and  that  the  number  of  car  hours  required  will 
be  6,500,000.  The  number  of  car  miles  per  car  hour  in  1920  were 
9.231.  In  five  months  of  1921  this  ratio  has  increased  to  9.272  miles 
}>er  car  hour.  For  this  reason  a  larger  number  of  car  miles  is  in- 
dicated for  substantially  the  same  car  hours. 

The  testimony  before  the  Board  is  that  the  effect  of  a  raise  in  fare 
is  to  temporarily  decrease  traffic  but  within  a  period  of  three  or  four 
months  the  resentful  passengers  will  resume  their  former  riding 
habits.  In  Mr.  McCarter's  opinion,  the  result  of  increasing  from  a 
base  fare  (including  transfer  revenue)  of  7.22  cents  to  10  cents 
(with  no  transfer  revenue),  an  average  increase  of  38.5  per  cent., 
will  decrease  traffic  from  about  380,000,000  estimated  in  Exhibit  P-9 
to  330,000,000  passengers,  a  percentage  decrease  of  about  13  per  cent. 

The  company  has  complained  bitterly  of  the  effect  of  jitney  com- 
petition upon  its  business. 

Under  an  act  passed  by  the  last  Legislature,  the  regulation  of 
jitney  buses  is  now,  in  so  far  as  they  compete  with  street  railway 
transportation,  within  certain  defined  limits,  placed  under  the  juris- 
diction of  this  Board ;  and  it  may  be  assumed  that,  within  those  lim- 
its, jitney  competition  will  be  controlled  in  accordance  with  the  re- 
quirements of  public  convenience  and  necessity  and  will  be  so  reg- 
ulated that  unlimited  competition  not  required  for  such  purposes 
will  be  held  in  check. 

For  the  small  increase  in  fare  hereinafter  permitted,  the  Board 
finds  and  determines  the  following  estimate  to  be  reasonable: 
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Base  rate  fares  361,130,000 

School  fares 5,300,000 

Total  non-transfer  fares  366,430,000 

Transfers,  on  2c.  basis,  approximately 75,000,000 

With  these  findings  as  to  the  number  of  passengers  to  be  trans- 
ported, the  number  of  ear  hours  and  car  miles  to  be  run  by  the  com- 
pany during  the  ensuing  year,  the  Board  is  in  a  position  to  determine 
the  reasonable  amounts  to  be  provided  out  of  rates  for  operating 
expenses  and  taxes.  In  order  that  the  estimates  of  the  company  may 
be  compared  with  the  findings  of  the  Board  with  respect  to  each  group 
of  items,  the  figures  shown  in  Exhibit  P-9,  based  on  a  seven-cent  fare 
schedule,  and  the  figures  shown  in  Exhibit  P-4  (revised),  based  on  a 
ten-cent  fare  schedule,  are  set  up  in  parallel  columns  under  groups 
of  expenses  and  deductions  therefrom,  and  operating  expenses  as 
found  by  the  Board  to  be  reasonable  are  set  up  in  columns  parallel 
therewith.    These  are  assembled  in  Table  II  which  follows: 

TABLE  II. 

ESTIMATES    MADE    BY   THE   COMPANY   IN    EX.    P-4   BEVISED    AND    IN    EX.    P-0    COM- 

PABEP  WITH  THE  AMOUNTS  DETERMINED  BY  THE  BOARD  TO  BE  JUST  AND 

REASONABLE    (BASED  ON  A  VALUATION  OF  $82,000,000). 

ExhibKs     lOc.  Fare  Case 

In  Ex.  P-9  Ex.  P-4  Revised     Reductions  Amounts  as 

Results  Un-  Results  ITndpr        from  P-4  Determined 

Items.                      derlc.  Fare       10c.  Fare      Made  by  Board  by  Board 

I.  Way  and  Structures — 

Current  maintenance 

and  repair  accounts.   $2,000,000      $2,600,000         $260,000      $2,340,000 

Depreciation    1,398,956        1.398,956  498,956  900,000 

Total   $3,5)98,956      $3,998,95<i         $758,956       $3,240,000 

II.  Equipment — 

Current  maintenance 

and    repairs    $2,400,000      $2,400,000         $100,000      $2,300,000 

Depreciation    451,710  451,710  251,710  200,000 

Total   $2,851,710      $2,851,710         $351,710      $2,500,000 

III.  Power $3,080,256      $3,570,967         $20(5,207       $3,364,700 

IV.  Conducting  Transpor-I 

tation     y    9,522,765        9,137,643         1,010,439        8,127,204 

V.  Traffic   I 
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ExhlblitB     10c.  Fare  ra<?e 

in  Ex.  P-9  Ex.  P-4  Revised     Reductions  Amounts  as 

Results  Un-  Results  Under        from  P-4  Determined 
Items.                       del*  7c.  Fare       10c.  B'are      Made  by  Board       by  Board 

VI.   General     and     Miscel- 
laneous        $2,422,177      $2,422,177  $326,000  $2,000,177 


Operating  expenses   ..$22,481,864     $21,981,453      $2,653,312     $19,328,141 
Taxes   2,419,139        2,743,336  363,336        2,380,000 


Total    revenue    deduc- 
tions    $24,901,003     $24,724,789       $3,016,648    $21,708,141 

Return  indicated   ....     2,984,827        6,300,373  457,873        5,842,500 


Total  operating  rev- 
enue     $27,885,830    $31,025,162      $3,474,521     $27,550,641 

Car  miles  per  car  hour,            9.080  9.419  9.272 

Car  miles  run 61,937,235  60,000,000  60,268,000 

Car  hours  run 6,881,600  6,370,000  8,500,000 

Revenue  fares  number. 380,264,875  306,000,000*  366,430,000 

Transfer  fares  number,  84,384,374  70,000,000  75,000,000 

It  should  be  remarked  that  Exhibit  P-9  and  Exhibit  P-4  (revised) 
were  originally  prepared  towards  the  close  of  the  year  1920  and  do 
not,  therefore,  take  into  account  many  of  the  changes  in  operating 
conditions  effective  since  that  time,  except  for  a  small  adjustment  in 
the  amount  allowed  for  the  power  group  in  Exhibit  P-4  (revised). 
The  amounts  found  by  the  Board,  however,  take  into  account  the  re- 
duction in  wages  effective  August  1st,  1921,  the  decrease  in  the  num- 
ber of  man  hours  per  car  mile  run  and  the  effect  of  the  change  in 
rules  for  overtime  as  revealed  by  the  monthly  operating  statements 
since  the  first  of  the  year.  The  change  in  rules  and  the  decrease  in 
the  man  hours  effect  a  very  considerable  saving,  more  especially 
marked  in  group  No.  IV,  "Conducting  Transportation.''  The  changes 
made  in  each  group  will  now  be  discussed. 

Group  I,  Way  and  Structures.  This  is  subdivided  into  the  accounts 
relating  to  "Current  Maintenance  and  Repairs"  and  to  the  amount  to 
be  set  aside  for  the  amortization  of  accruing  "Depreciation  in  Way 
and  Structures."  The  witnesses  for  the  company  and  the  inspectors 
of  the  Board  concur  in  the  statement  that  the  condition  of  the  track 
and  roadway  of  the  company  is  not  what  it  should  be  to  give  safe, 
proper  and  adequate  service  throughout  its  lines;  the  Board  finds  and 


♦  Revised  to  330,000,000  in  testimony,  June  30th,  1921. 
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determines  that  the  sums  eontemiplated  by  it  to  be  spent  for  such 
maintenance  and  repair  are  reasonable,  except  as  modified,  first,  by 
the  decrease  in  the  wages  to  be  paid  the  men  working  on  maintenance 
and  repair  of  Way  and  Structures  and  with  respect  to  the  amount 
estimated  by  the  applicant's  witnesses  with  respect  to  the  cost  of 
Cleaning  and  Sanding  Track  and  of  Removal  of  Snow  and  Ice.  This 
finding  carries  with  it  the  obligation  on  the  part  of  the  company  to 
forthwith  put  its  track  and  roadway  in  first  class  condition  as  soon 
as  may  be  practicable. 

In  Table  III  will  be  shown  for  the  years  1916  to  1920  the  cost  of 
Cleaning  and  Sanding  Track  and  of  Removal  of  Snow  and  Ice, 
respectively,  for  those  years. 

TABLE  III. 

EXPENSES   OF    (A)    CLEANING   AND   SANDING  TRACK  AND    (B)    REMOVAL  OF   SNOW 
AND  ICE  FROM  1916  TO  1020,  INCLUSIVE,  ADJUSTED. 

Cleaning  and       Removal  of 

Sandiog  Track.  Snow  and  Ice.  Totals  of  Both. 

191G $83,658  $51,800  

1017 83,310  75,109  

1918 86,426  45,848  

1919 120,705  11,541  

1920 (1)121,726       (1)223,854  


Five- Year  Total    $495,825  $408,122 


Average  per  Year $99,165  $81,625  $180,7J)0 

Estimate  P-4  and  P-9  ...  150,000  200,000  350,000 


Reditction   $25,835  $118,375  $169,210 

Reduction   taken  as 170,000 

Amount  as  found  necessary 180,0(X) 

(1).  Taken  at  90%  of  1920  book  figures  to  reflect  wage  reduction,  effective 
August  Ist,  1921. 

In  preparing  Table  III,  a  five-year  period  ending  Deceml>er  3 Ist, 
1920,  has  been  taken  for  the  accounts,  Cleaning  and  Sanding  Track, 
and  Removal  of  Snow  and  Ice.  For  the  years  1916  to  1919,  inclusive, 
the  figures  are  book  figures.  The  year  1920  is  modified  by  a  reduction 
of  ten  per  cent,  in  order  to  give  weight  to  the  wage  reduction  io  be 
put  into  effect  August  1.  With  this  year's  figures  adjusted,  an  average 
per  year  for  cleaning  and!  sanding  track  is  $99,165,  against  the  corn- 
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pany's  estimate  of  $150,000  for  the  same  item.  With  respect  to  the 
removal  of  snow  and  ice,  the  five-year  average  is  $81,625,  bs  compared 
with  the  company^s  estimate  of  $200,000.  A  total  of  the  two  five-year 
averages  is  approximately  $180,000,  which:,  deducted  from  the  $350,000 
estimated  by  the  company,  would  represent  a  decrease  from  their 
estimate  of  $170,000.  The  Board  regards  this  as  a  reasonable  method 
of  estimating  these  costs  for  the  reason  that  we  are  now  on  the  down- 
ward trend  of  prices  and  by  taking  the  five  years  in  the  past  as  repre- 
senting the  cost  for  the  five  years  in  the  future,  the  downward  trend 
will  be  taken  as  the  equivalent  to  the  upward  trend  up  to  December 
Slst,  1920.  With  respect  to  other  wage  item5,  a  figure  of  $90,000  is 
taken.  Mr.  McCarter,  on  page  10,936  of  the  valuation  case,  estimated 
rt  reduction  in  total  wages  as  $89,100  in  the  ways  and  structures 
group;  this  may  be  taken  as  $90,000  without  sensibly  affecting  the 
rate  of  fare. 

It  will  be  noted  that  ihe  cost  of  the  first  two  itemjB  mentioned 
(aggregating  $170,000)  has  no  direct  relation  to  the  maintenance  and 
repair  of  Way  and  Structures  proper  and  the  deduction  of  this  amount 
does  not  impair  the  company's  ability  to  carry  through  its  program  of 
rebuilding  and  reconstructing  its  track  and  roadway  as  set  forth  in  the 
testimon}^  in  the  case.  The  Board's  figures  allow  for  this  expense 
substantially  the  amount  required  as  set  forth  in  the  testimony  of 
the  company's  witnesses  corrected  for  wage  adjustments. 

DepreciaiioTi  of  Way  and  Structures.  The  claim  of  the  company 
with  respect  to  this  item  aggregates  $1,398,956  and  for  the  Group  IT, 
Equipment,  a  further  sum  of  $451,710  is  claimed.  The  aggregate  of 
these  two  amounts  is  $1,850,666.  The  company  arrives  at  this  figure 
in  the  following  manner.  The  applicant  assumes  that,  under  the 
Board^s  findings  effective  August.  1st,  1918,  it  was  entitled  to  charge 
$800,000  for  each  of  the  years  1918,  1919  and  1920,  less  the  amoimt 
actually  charged  to  expense  and  concurrently  credited  to  depreciation 
reserve  during  those  years,  and  that  it  is  entitled  to  recoup  the  defi- 
ciency in  such  aggregate  amount  over  a  period  of  three  years  from  the 
effective  date  of  the  order  in  this  case.  Tliis  averages  $650,666  per 
year  for  three  years.  In  addition  thereto  tlie  company  asks  the  Board 
to  increase  the  amount  of  $800,000  currently  to  be  charged  per  annum 
to  expenses  to  $1,200,000.  There  is,  in  the  opinion  of  the  Board,  no 
proof  in  the  records  to  justify  the  necessity  of  this  increa.se.     The 
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company's  method  of  dealing  with  amortization  of  depreciation  does 
not  involve  the  charging  of  all  retired  property  to  that  account. 
When  track  and  roadway  is  torn  up  and  rebuilt  with  the  same  rail 
and  material  (except  with  respect  to  certain  minor  parts  which  must 
be  renewed)  the  original  cost  of  such  track  is  charged  directly  to 
operating  expenses  and  the  added  increase  in  value  is  charged  to 
capital  account.  The  cost  of  such  retirements  iJien  will  be  borne  in 
Way  and  Structures  accounts  by  the  $2,340,000  allowed  for  current 
repairs  and  miaintenance.  This  will  accord  with  the  accounting  prac- 
tice of  the  company  effective  during  the  past  ten  years.  When,  how- 
ever, track  is  torn  up  and  reconstructed  with  new  material,  the  depre- 
ciation reserve  is  chargeable  with  original  cost  of  such  track  and  road- 
way plus  the  cost  of  removal  less  the  salvage  recovered  from  the  track 
retired,  and  capital  account  is  credited  with  the  original  cost  of  prop- 
erty so  retired.  The  cost  of  removal  will  be  higher  per  unit  now  than 
in  pre-war  days,  and  on  the  other  hand  salvage  value  has  increased. 
The  original  cost  of  property  per  unit  to  be  retired  is  not  materially 
different  now  from  the  similar  cost  in  1915  and  1916.  The  cost  of 
removal  is  materially  increased'  by  current  labor  costs  and  this  increase 
(a  small  part  of  the  total  debit  to  reserve)  is  reflected  in  the  Board's 
findings. 

It  will  be  evident  from  the  foregoing  that  the  depreciation  reserve 
imder  the  system  of  accounts  prescribed  by  this  Board  is  properly 
chargeable  only  ^'ith  the  original  cost  of  the  property  retired  less 
salvage  plus  the  cost  of  removal  thereof,  if  known,  or  with  the  l)est 
estimate  of  original  cost  that  the  engineers  and  auditors  of  the  com- 
pany can  make.  An  examination  of  Exhibit  P-10  of  the  so-called 
ten-cent  fare  ca*«e  will  show  that  for  the  years  1911  to  1917,  respec- 
tively, the  largest  debit  ever  made  to  this  account  for  all  clashes  of 
properiy  amounted  to  $522,721.73  (in  1915)  and  the  average  for  the 
seven  years  shown  thereon  approximated  $410,000  per  annum.  Testi- 
mony in  this  case  is  that  np  to  the  end  of  1917  the  property  of  the 
company  was  maintained  adequately  and  that  the  track  was  recon- 
structed under  the  company's  normal  program.  If,  then,  the  company 
be  allowed  the  $800,000  from  the  effective  date  of  the  Board's  order 
in  1918  to  August  1st,  1920,  les-s  the  amoimts  credited  to  the  reserve 
by  the  applicant  during  the  same  period,  entire  justice  will  be  done 
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to  the  applicant  in  this  matter  and  the  amount  so  set  aside  will  be 
ample  for  the  proper  purposes  of  the  company  in  view  of  its  accounting 
practice  with  respect  to  depreciation. 

An  examination  of  the  records  of  the  applicant  and  of  its  prede- 
cessor, the  Public  Service  Corporation,  back  to  the  year  1903,  indi- 
cates, with  respect  to  Way  and  Structures,  that  it  has  rebuilt  with 
new  rail  333.94  miles  of  track  in  the  public  streets  and  165.90  miles 
with  the  same  rail,  a  total  of  499.84  miles  out  of  approximately 
800  miles  of  tangent  track  now  in  service  in  the  public  streets  and 
highways;  that  from  1903  to  1917,  inclusive,  thej  company  recon- 
structed with  new  rail  or  rebuilt  with  the  same  rail  an  annual  average 
of  2.77  per  cent,  of  the  average  miles  of  track  operated  in  the  public 
streets  during  that  period;  and  that  the  amount  charged  either 
directly  to  operating  expenses  or  provided  for  by  the  depreciation 
reserve  set  up  during  those  years  was  ample  to  take  care  of  such  pro- 
gram. 

Subdividing  this  period,  an  examination  of  the  company's  reports 
indicates  that  from  1911  to  1917,  during  which  period  the  company 
has  been  filing  annual  reports  with  the  Board,  the  company  replaced 
with  new  rail  134.10  miles  of  track,  an  annual  average  of  2.51  per 
cent,  of  the  miles  in  service  on  the  public  streets;  and  relaid  with 
the  same  rail  126.78  miles,  an  annual  average  of  2.38  per  cent,  of 
the  track  in  streets;  the  annual  average  of  the  two  items  being  4.89 
per  cent,  of  the  track  in  streets. 

With  respect  to  the  three  years  1918  to  1920,  inclusive,  the  com- 
pany reconstructed  with  new  rail  but  43.65  miles  of  track,  an  annual 
average  of  1.82  per  cent,  of  the  tangent  track  in  service  on  the  streets 
and  20.53  miles  of  track  relaid  with  the  old  rail,  an  annual  average 
of  0.85  per  cent. ;  the  annual  average  for  the  sum  of  these  two  items 
being  2.67  per  cent.  If  the  company  had  maintained  the  same  pro- 
gram of  reconstructing  or  rebuilding  as  it  maintained  during  the 
seven  years  from  1911  to  1917,  inclusive,  it  would  have  reconstructed 
60.05  miles  of  track  with  new  rail  and  56.94  miles  of  track  with  the 
same  rail,  a  total  of  116.99  miles.  A  comparison  of  the  actual  re- 
construction and  rebuilding  during  the  three  years  ending  1920  in- 
dicates a  deficiency  during  that  period  of  16.56  miles  of  reconstruc- 
tion with  new  rail  and  36.72  miles  of  rebuilding  with  the  old  rail, 
a  total  of  53.28  miles;   and  that  the  ordinary  program  based  on  the 
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average  from  1911  to  1917  would  be  20.08  miles  reconstructed  with 
new  rail  and  19.04  miles  rebuilt  with  old  rail,  a  total  of  39.12  miles. 
If  the  lag  in  reconstruction  and  rebuilding  be  made  up  in  the  ensu- 
ing three  years,  this  will  result  in  the  following  annual  program  for 
that  period,  viz.: 

Track  to  be  reconstructed  with  new  rail 25.60  mUes 

Track  to  be  rebuilt  with  old  rail 31.28  miles 

Total   annual    program 56.88  mile® 

To  ascertain  the  charge  to  reserve  necessary  to  support  this  pro- 
gram, we  will  consider  the  testimony  given  by  Mr.  Danforth  on  page 
229  of  the  so-called  ten-cent  fare  case,  in  which,  with  respect  to 
reconstruction  with  new  rail,  he  estimates  the  cost  of  239,534  feet 
(45.37  miles)  to  be  $2,365,423,  this  latter  figure  being  apportioned 
to  miscellaneous  operating  charges  $299,081,  to  the  reserve  for  de- 
preciation $1,210,877,  and  to  capital  $855,465.  These  estimates  ap- 
pear to  be  very  liberal  in  the  Board's  opinion.  But  reducing  this  to 
costs  per  mile  of  track  indicates  a  total  cost  of  $52,136,  of  which 
$6,592  is  allocated  to  miscellaneous  operating  charges,  $26,889  to 
the  reserve  for  depreciation,  and  $18,856  to  capital  account.  Using 
the  same  testimony  with  respect  to  cost  of  relaying  track  with  the 
same  rail,  the  total  cost  per  mile  is  $40,927,  of  which  $27,767  is 
chargeable  to  operating  expenses,  nothing  to  the  reserve  for  deprecia- 
tion, and  $13,160  to  capital.  To  reconstruct  the  25.60  miles  of 
track  with  new  rails,  it  would  cost,  on  this  basis,  $1,334,681,  of  which 
miscellaneous  operating  charges  (that  is,  current  maintenance)  would 
bear  $169,061,  the  reserve  for  depreciation  $688,357,  and  new  capital 
$482,713.  With  respect  to  the  31.28  miles  of  track  rebuilt  with  old 
rail,  the  total  cost  would  be  $1,280,196,  of  which  $868,552  would  be 
allocated  to  miscellaneous  operating  charges,  nothing  to  the  reserve, 
and  $411,644  to  capital;  a  total  for  the  56.88  miles  of  reconstructed 
or  rebuilt  track  of  $2,614,877,  of  which  miscellaneous  operating 
charges  would  carry  $1,037,613,  reserve  for  retirement  $688,356,  and 
the  capital  debit  chargeable  with  $894,357.  After  three  years  the 
charge  for  retirement  of  capital  would  drop  down  to  substantially 
$540,000. 
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The  reason  for  taking  the  years  1911  to  1917  as  a  normal  program 
of  the  company  is  revealed  by  the  testimony  of  the  manager  of  the 
company  as  shown  on  page  368  (ten-cent  fare  testimony),  in  which 
he  stated : 

*'There  was  not  so  much  reconstruction  work  undertaken 
(in  the  year  1917)  and  the  work  had  to — the  minor  work  had 
to  be  taken  care  of.     There  was  not  accumulated  very  much 
deferred  work  that  year.     We  were  going  along  about  the 
normal  schedule,  about  eighteen  and  a  lialf  miles  of  recon- 
structed track.     In  fact,  the  property  was  in  good  physical 
condition  the  end  of  the  year     *     *     *     up  to  December'^ 
(1917). 
In  answer  to  a  question  as  to  whether  the  condition  he  tlien  spoke 
of  as  being  so  very  bad  and  requiring  so  much  money  had  ari.-en 
since  1917,  the  witness  replied,  "It  is  since  that  date." 

Note. — From  1914  to  1917,  inclusive,  78.45  miles  of  track  were  reconstructed 
with  new  rail.  The  charge  to  the  depreciation  reserve  was  $1,259,087,  or 
$16,050  per  mile.  From  1918  to  1920,  inclusive,  43.65  miles  of  track  were  re- 
constructed with  new  rail.  The  debit  to  depreciation  reserve  was  $419,571, 
or  $9,612  per  mile.    Mr.  Danforth  proposes  to  charge  $26,889. 

Prior  to  the  year  1914  the  annual  reports  of  the  company  do  not 
indicate  with  exactness  the  charges  to  reserve  for  various  items  of 
property.  From  the  years  1914  to  1917,  however,  there  was  charged 
to  this  resen^e  on  account  of  retiremjents,  $1,259,087  for  track  and 
roadway,  an  annual  charge  of  $402  per  mile  of  track  in  service.  The 
charge  for  cars  and  equipment  per  annum  per  car  in  service  averaged 
$22.78.  In  addition  there  was  cliarged  for  generating  equipment  and 
for  other  fixed  capital  retired,  a  .total  of  about  $300,000,  or  about 
$75,000  a  year.  During  the  three  years  ending  December  31st,  1020, 
there  was  cliarged  to  the  reserve  on  account  of  retirements,  $119,571, 
an  average  per  year  per  mile  of  track  of  $175.  Relating  the?e  defi- 
ciencies and  charges  to  the  three-A^ear  imit  involved  indicate?  that  the 
charge  to  the  reserve  for  track  and  roadway  retirement  was  deficient 
to  the  extent  of  $543,000.  Adding  to  this  the  approximate  figure  of 
$420,000  actually  charged  to  the  reserve,  indicates  that  the  total  for 
the  three  years  should  have  approximated  $963,000,  which,  divided  by 
three,  would  indicate  $321,000  as  the  average  annual  charge  which 
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should  have  been  made  to  the  reserve  to  maintain  the  average  of  four 
years  to  1918;  and  that  with  respect  to  equipm;ent  of  ears,  the  defi- 
ciency was  $30,230,  which,  added!  to  the  $149,149  actually  charged  to 
the  reser\'e  for  retirement  of  cars,  would  give  approximately  $60,000  a 
year,  which  should  be  charged  for  that  purpose  under  a  normal  pro- 
gram. Other  itemi?  charged  to  the  depreciation  reserve  during  tlie 
four  years  ending  December  31st,  1917,  aggregate  $303,000,  an  annual 
average  of  $75,000.  The  company  has  certain  buildings  siich  as  car 
barns,  the  terminal  and  so  on,  the  depreciation  in  which  is  accruing, 
but  will  not  be  represented  by  current  charges  to  the  depreciation 
reserve  for  property  of  that  class  actually  retired.  The  reser\'e,  how- 
ever, should  take  cognizance  of  this  fact.  The  difference  between  the 
amounts  as  indicated  hereinal)ove  and  $800,000  will,  in  the  opinion  of 
the  Board,  take  care  of  these  items  with  a  reasonable  margin  of  safety 
above  all  charges  included  in  the  above  calculations,  and  the  $300,000 
per  annum  will  recoup  the  company  for  lag  in  reconstruction  and 
rebuilding. 

It  is  illuminating  to  note  that  the  largest  amount  ever  appropriated 
by  the  company  was  in  1916,  which  has  been  characterized  a^^  the 
(•<mipany^s  l)est  yetir.  As  shown  on  Exhibit  P-10,  the  company  credited 
in  tliat  year  $728,001  to  the  depreciation  reserve  (concurrently  charg- 
ing the  same  amount  to  operating  expenses).  The  amoimts  charged 
to  the  reser\'e  during  the  same  year  aggregated  $489,038.  The  com- 
pany's manager  testified  that  the  balance  that  year  ($511,234)  wa^s 
so  large  that  the  company  changed  its  rule  for  the  following  year, 
decreasing  its  charge  to  operating  expenses  by  0.3  cents  per  car  mile. 

It  is  apparent  then  that  during  the  years  1911  to  1916,  inclusive, 
wlien  the  company  was  in  no  financial  straits,  and.  according  to  the 
testimony  of  its  own  witnesses,  was  keeping  itfl  property  in  "good 
shape,"  making  the  needed  reconstructions  and  retirements^  year  by 
year  under  a  normal  program,  the  amounts  credited  to  this  resen^e 
averaged  (Exhibit  P-10)  about  $490,000  a  year  and  the  debits  during 
the  same  six-year  period  averaged  about  $401,000  per  year,  and  the 
balance  left  in  the  reserve  Decem(ber  31st,  1916,  was  $511,234.  The 
retirements  made  prior  to  January  Ist,  1916,  and  charged  to  this  re- 
serve, were  (as  preBcril)ed  by  the  Uniform  System  of  Accounts) 
required  to  be  made  on  a  basis  of  original  cost  of  the  property  retired 
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and  the  retirements  to  be  made  since  that  date  are  to  be  based  on  the 
original  cost  of  the  property  retired,  except  with  respect  to  the  co^t 
of  removal.  While  the  company  is,  as  above  indicated,  somewhat 
behind  its  normal  pre-war  program  of  new  construction  of  new  rail 
or  rebuilding  with  old  rail  to  the  extent  of  approximately  53  miles, 
the  cost  of  retiring  that  portion  of  tbe  53  miles  which,  under  the 
company's  practice,  is  chargeable  to  reserve,  can  be  very  adequately 
taken  care  of  by  the  amount  prescribed  by  the  Board  in  its  1918  order 
if  it  be  allowed  to  accumulate  the  deficiency  which  it  has  failed  to 
credit  to  the  reserve  during  the  last  three  years;  and  during  the  en- 
suing years  $800,000  per  annum  will  be  sufficient  for  the  current 
appropriation  for  depreciation  reserve  in  addition  to  the  cost  of  cur- 
rent maintenance. 

As  has  been  said  hereinbefore,  current  maintenance  takes  care  of 
a  large  part  of  rebuilding  track  with  the  same  rail,  there  being  con- 
currently a  small  increase  in  the  capital  charge  due  to  the  higher  cost 
of  certain  parts  used  in  the  replacement.  In  its  exhibits,  officials  of 
the  company  estimate  that  it  should  be  permitted  to  recoup  itself  for 
a  deficiency  and  credits  to  the  reserve  during  the  ensuing  three  years. 

The  Board  finds  and  determines  the  deficiency  as  follows :  From 
August  1st,  1918,  to  August  1st,  1921,  the  company  should  have  appro- 
priated $2,400,000.  It  has  actually  appropriated  during  that  period 
the  following  amounts:  from  August  1st,  1918,  to  December  31st, 
1918,  $333,333;  in  1919  it  made  no  credit  to  depreciation  reserve; 
in  1920  it  credited  this  account  with  $114,669 ;  in  the  first  five  months 
of  1921  it  has  credited  $432,946;  the  tx)tal  of  these  credits  to  May 
31st,  1921,  amounts  to  $880,948,  which,  deducted  from  $2,400,000 
leaves  $1,519,042,  from  which  should  be  deducted  any  credits  to  the 
reserve  made  during  June  and  July,  1921.  The  Board  finds  and 
determines  that  this  amount  shall  be  spread  over  the  ensuing  five 
years.  This  will  involve  a  charge  of  substantially  $300,000  a  year  to 
make  up  past  deficiencies,  and  in  addition  thereto  the  company  shall 
appropriate  $800,000  per  annum  as  heretofore  found  by  the  Board. 
These  appropriations  are  direct  appropriations  to  the  reserve  and  are 
to  be  used  for  the  purpose  of  retiring  property  in  accordance  with  the 
rules  laid  down  in  the  Board's  Uniform  System  of  Accounts  for  Street 
or  Traction  Railway  Utilities  (First  Revised  Issue  Effective  January 
1st,  1919),  and  for  no  other  purpose  whatsover.    The  aggregate  of  the 
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amount  of  $300,000  to  make  up  deficiencies  during  the  past  three 
years  and  the  $800,000  normal  annual  appropriation  makes  a  total 
of  $1,100,000  to  be  appropriated  annually  during  the  next  five  years, 
subject  to  change  by  order  of  the  Board  in  either  sense  as  the  facts 
may  warrant. 

With  respect  to  the  allocation  of  the  amount  of  $1,100,000  to  Ways 
and  Structures  and  Equipment,  that  may  be  roughly  determined 
from  the  testimony  of  the  company's  manager  as  set  forth  on  page 
371  of  the  testimony  of  the  ten-cent  fare  case  (April  11th,  1921)  : 

^^The  starvation  of  the  property,  if  I  may  put  it  that  way, 
commenced  last  year,  the  latter  part  of  the  year,  and  is  con- 
tinuing. As  to  the  equipment,  outside  of  the  writing  off  of 
cars,  the  few  cars  that  have  been  abandoned,  which  might 
remain  stored  as  they  are  for  years  without  any  detriment 
except  occupying  space,  and  save  for  perhaps  be?ing  a  little 
behind  our  schedule  in  painting,  the  cars  are  in  as  good  con- 
dition as  they  would  be  at  any  time,  and  the  sum  necessary  for 
vrriting  off  equipment  can  readily  be  calculated  for  the  next 
ten  years,  with  reasonable  certainty.     It  is  not  a  large  sum.'^ 

*  «  «  «  «  «  « 

"It  would  not  be  over  $200,000  a  year  in  any  event,  as  we 
are  running  now,  for  the  next  five  years.'^ 

Deducting  $200,000  for  Depreciation  of  Equipment,  from  $1,100,- 
000,  leaves  $900,000  for  the  next  five  years  for  Depreciation  of  Way 
and  Structures.    The  Board  so  finds  and  determines. 

Grovp  II,  Equipment.  Referring  to  Table  II  again,  under  the 
Equipment  group,  the  items  pertaining  to  current  maintenance  of 
equipment  are  set  forth  in  a  total  and  the  amounts  to  be  credited 
to  depreciation  reserve  are  segregated.  With  respect  to  current  re- 
pairs and  maintenance  of  equipment,  a  deduction  of  $100,000  was 
made  (Test.,  p.  10936)  which,  in  the  Board's  opinion,  is  the  amount 
to  be  deducted  on  account  of  the  reduction  of  wages,  effective  on 
August  1st  prox.  Except  with  respect  to  this  item  the  Board  accepts 
the  amount  of  $2,400,000  as  claimed  by  the  Company  as  a  sufiicient 
amount  to  operate,  maintain  and  put  in  good  repair  the  equipment 
of  the  property  of  the  applicant,  before  deducting  the  $100,000  re- 
ferred to.     The  modified  figure  as  shown  in  Table  II  is  $2,300,000 
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and  the  Board  finds  this  is  a  reasonable  amount  for  that  purpose. 
With  respect  to  Depreciation  of  Equipment,  this  subject  has  been 
discussed  under  the  caption  of  "Depreciation  of  Ways  and  Struc- 
tures." This  makes  a  total  for  the  equipment  group  of  expenses  of 
$2,500,000  as  contrasted  with  an  amount  of  $2,851,710  as  set  up  by 
the  company. 

Givvp  III,  Power.  The  amount  to  be  paid  for  power  will  depend 
primarily  on  the  car  miles  run,  assuming  that  the  same  type  of  cars 
are  involved  in  the  calculation.  In  Exhibt  P-9,  which  involves  a 
carrying  of  about  380,000,000  passengers  and  the  running  of 
61,937,235  car  miles,  the  company  set  up  the  figure  of  $3,686,256, 
which  is  at  the  rate  of  6.1113  cents  per  car  mile.  In  Exhibit  P-4, 
which  involves  the  carr>^ing  of  306,000,000  passengers  and  the  run- 
ning of  60,000,000  car  miles,  the  company  set  up  the  corrected  figure 
of  $3,570,967,  which  is  at  the  rate  of  5.9516  per  car  mile.  These 
estimates  on  the  behalf  of  the  applicant  were  made  some  months 
ago.  The  Board  takes  as  better  evidence  the  average  cost  of  power 
for  the  first  ^\e  months  of  1921,  during  which  period  the  company 
ran  24,177,306  car  miles,  at  an  average  cost  of  5.583  cents  per  car 
mile.  This,  on  an  annual  basis  of  60,268,000  car  miles,  gives  the 
amount  as  found  by  the  Board  in  the  sum  of  $3,364,760  in  round 
figur6s.  This  is  a  reduction  of  0.3686  cents  from  the  cost  per  mile 
shown  in  Exhibit  P-4  (revised) ;  and  the  estimates  in  both  Exhibit 
P-4  and  Exhibit  P-9,  if  revised  to  correspond  to  the  actual  cost  of 
power  during  the  first  five  months  of  1921  (which  involve  heating 
during  the  first  three  winter  months  of  January,  February  and 
March),  would  reduce  the  company's  estimates  for  this  group  of 
expense  materially.  The  Board  finds  and  determines  the  amount  of 
$3,364,760  as  the  reasonable  amount  for  the  cost  of  power  for  the 
ensuing  year,  based  on  latest  available  information. 

Group  IV,    CondtLcting  Transportation, 

Gro'up  V,   Traffic, 

As  the  expenses  under  the  group  of  Traffic  are  so  small,  they  will 
be  combined  with  the  group  of  Conducting  Transportation.  In  this 
group  of  expenses  the  major  item  relates  to  the  wages  of  conductors 
and  motormen,  the  so-called  platform  men.  The  greatest  changes 
made  by  the  Board  will  be  found  in  this  group.  The  changes  are  due 
substantially  to  three  classes  of  causes: 
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1.  There  has  been  a  revision  in  the  rules  with  respect  to  overtime, 
which  shortens  the  number  of  hours  of  overtime  for  which  the  com- 
pany has  to  pay.  These  modified  rules  were  gradually  effective  since 
January  Ist,  1921. 

2.  The  company  has  put  in  service  a  number  of  one-man  cars  and 
trailers  which  decrease  the  man-hours  per  car  mile  run. 

3.  There  will  be,  effective  August  1st,  1921,  a  reduction  of  five 
cents  per  hour  in  the  wages  for  such  men.  There  has  also  been 
some  increase  in  the  number  of  car  miles  traveled  per  car  hour  which 
will  decrease  the  man-hours  per  car  mile. 

In  the  last  quarter  of  1920,  when  the  company's  estimates  were 
made  up,  the  average  number  of  conductors  and  motormen  employed 
were  4,675  and  the  man-days  worked  were  114,364. 

In  the  first  quarter  of  1921  when  the  new  working  rules  came  grad- 
ually into  effect,  the  average  number  of  conductors  and  motormen 
employed  was  4,426  (a  decrease  of  249  or  5.326  per  cent.)  and  the 
man-days  worked  approximately  100,777  (a  decrease  of  11.88  per 
cent.). 

During  April  and  May  the  number  of  conductors  and  motormen 
employed  averaged  4,109,  a  decrease  from  the  last  quarter  of  1920 
of  566  (or  about  21  per  cent.) ;  the  average  man-days  worked  were 
96,528  (a  decrease  of  about  15.6  per  cent.). 

During  the  first  five  months  of  1921  the  car-hours  run  were 
2,607,495,  as  against  2.607,672  for  the  same  period  in  1920 ;  whereas 
the  car  miles  run  in  1921  were  24,177,306  as  compared  with 
23,900,958  in  1920.  The  car  miles  per  car  hour  in  1921  averaged 
9.272.  In  1920  for  the  same  period  they  averaged  9.166.  In  view 
of  these  facts,  the  Board  feels  justified  in  finding  that  the  company 
will  run  60,268,000  car  miles  during  the  ensuing  year  to  take  care 
of  substantially  the  same  number  of  passengers  (1.31  per  cent,  in- 
crease), as  were  run  during  the  calendar  year  1920.  This  corresponds 
to  6,500,000  car  hours. 

The  man-hours  per  car-hour  during  the  first  five  months  of  1921 
have  averaged  1.88  and  6,500,000  car  hours  will  require  12,220,000 
man-hours  for  platform  men.  The  average  hourly  pay  during  the 
five  months^  period  of  1921  has  been  55.79  cents.  Deducting  5  cents 
per  hour,  under  wage  reduction  effective  August  1,  1921,  leaves  50.79 
cents  per  hour.     The  total  wages  which  the  company  may  expect  to 
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pay  for  the  year  beginning  August  1st,  1921,  will,  on  these  findings, 
be  $6,206,536  for  platform  labor,  a  reduction  of  $1,010,439. 

For  Superintendents  and  Supervisors  and  for  Equipment  Depart- 
ment inspectors  and  foremen  working  part  time  on  transportation 
work  and  for  clerks  and  other  supervisory  employees,  the  number  of 
hours  worked  during  the  first  five  months  in  1921  were  269,636.  The 
average  pay  was  62.05  cents  per  hour  and  the  wages  paid  during  the 
five  months,  $415,517.  Expanding  these  figures  into  a  year  of  365 
days,  indicates  that  the  wage  payment  for  this  class  of  employees 
will  aggregate  $1,004,459.  No  wage  reduction  is  effective  August 
Ist,  1921,  in  this  group.  Other  transportation  and  traflBc  employees 
on  the  basis  of  the  hours  worked  in  the  five  months  amplified  into  a 
year,  indicates  that  900,842  hours  will  be  worked.  The  wage  scale 
operative  during  the  first  five  months  was  39.27  cents  per  hour,  but 
on  August  1st  the  scale  will  be  decreased  to  34.27  cents  per  hour, 
which  will  indicate  a  total  amount  of  $307,719  for  the  year.  Equip- 
ment Department  employees  on  part  of  the  time  on  transportation 
work  worked  184,168  hours  during  the  first  five  months  of  1921  at 
an  average  hourly  pay  of  59,70  cents  per  hour.  Expanding  these 
hours  into  a  year  gives  a  total  of  445,134  hours,  and  from  August 
1st  the  average  pay  per  hour  will  be  reduced  to  84.70  cents,  indicating 
a  total  payment  of  $243,488.  The  grand  total,  then,  of  all  trans- 
portation and  traffic  salaries  and  wages  will  be  $7,762,204.  Adding 
to  this  the  expenses  of  $365,000  for  this  group,  as  testified  to  and 
shown  in  Exhibits  P-9  and  P-4  (revised)  gives  an  aggregate  for  the 
two  groups  for  the  ensuing  year  of  $8,127,204  as  found  by  the 
Board. 

VI.  General  and  Miscellaneous  Expenses,  As  set  up  by  the  com- 
pany, the  total  expenses  in  this  group  aggregates  $2,422,177.  The 
Board  is  not  satisfied  that  the  item  claimed  by  the  company  under 
the  account  entitled  "Injuries  and  Damages"  is  a  reasonable  figure. 
Injuries  and  damages  are  proportional  primarily  to  the  number  of 
passengers  transported  or  the  number  of  car  miles  run  in  which 
accidents  from  collision  with  vehicles  may  occur.  The  total  amount 
paid  during  the  past  five  years  by  the  company  for  this  class  of  ex- 
penses has  been  as  follows:  1916— $710,994;  1917— $772,805; 
1918— $978,246;  1919— $1,184,442,  and  1920— $1,297,893.  In  the 
first  five  months  of  1921  the  amount  was  $597,657,  which  is  at  the 
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annual  rate  of  $1,194,377.  There  is  naturally  some  lag  between  the 
incurring  of  the  liability  for  injuries  and  damages  and  the  actual 
entering  of  same  upon  the  expense  accounts  of  the  company.  The 
testimony  in  this  case  indicates  there  was  a  large  turn-over  in  the 
platform  men  during  the  war  and  a  large  increase  in  the  number  of 
accidents.  There  was  also  testimony  that  this  turn-over  has  very 
materially  decreased  and  that  the  efficiency  of  the  men  has  likewise 
increased,  which  will  tend  to  decrease  the  number  of  accidents  due  to 
carelessness  or  to  "green'^  men. 

The  Board  finds  that  a  fair  method  of  estimating  the  accidents 
which  may  occur  in  the  future  to  be  as  follows:  The  aggregate 
amount. paid  during  the  five  years  ending  December  31st  is  taken 
and  divided  by  the  total  number  of  passengers,  whether  base  fare 
passengers  or  transfer  passengers,  and  the  averagel  cost  of  injuries 
and  damages  per  passenger  is  thus  ascertained.  Multiplying  that  by 
the  total  number  of  passengers  estimated  to  be  carried  during  the 
ensuing  year,  indicates  that  the  amount  which  the  company  will  be 
called  upon  to  pay  during  the  next  few  years  will  be  $1,024,000. 
This  is  only  fourteen  per  cent,  less  than  the  reduction  already  effec- 
tive as  indicated  by  the  charges  during  the  first  five  months  of  this 
year.  The  accidents  now  being  charged  up  probably  occurred  a  year 
or  so  ago;  and  the  effects  of  the  more  efficient  character  of  the  plat- 
form men  now  employed  and  the  lessened  turn-over  among  this  class 
of  employees  will  undoubtedly  be  revealed  in  the  future  in  lessened 
damages  approximating  the  amount  as  found  by  the  Board.  This 
amount  is  substantially  $326,000  less  than  the  $1,350,000  as  esti- 
mated by  the  company.  The  company's  estimate  is  already  indicated 
to  be  excessive  by  the  results  of  the  first  five  months  of  1921.  The 
Board  finds  that  a  rea>=onable  amount  of  general  and  miscellaneous 
expenses  for  the  year  beginning  August  1st,  1921,  is  $2,096,177. 

Tcuccs.  Taxes  are  computed  in  substantially  the  same  manner  as 
computed  by  the  company's  officials  with  this  modification:  From 
taxes  on  real  estate  the  amount  of  $41,900  is  deducted  from  the 
figures  set  up  by  the  company,  this  being  a  proportional  amount  of 
taxes  on  property  hereinbefore  excluded  as  not  used  and  useful.  The 
remaining  taxes  are  determined  on  the  basis  of  a  percentage  of  the 
gross  revenue  finally  arrived  at,  substantially  agreeing  with  Exhibit 
P-9,  omitting  real  estate  as  mentioned.    The  total  revenue  deductions. 
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amounting  to  $21,708,141,  and  the  return  of  $5,842,500,  constitute  a 
total  operating  revenue  of  $27,550,641  necessary  for  the  company  to 
receive  from  all  operating  sources  with  respect  to  property  used  and 
useful,  as  found  in  this  report,  in  order  to  provide  the  net  return 
aforesaid  upon  the  value  of  the  property  as  foimd  in  this  report. 

On  the  company's  Exhibit  P-8  (Ten-Cent  Fare  Case)  it  is  shown 
that  the  cost  of  labor,  exclusive  of  Expenses  and  Depreciations,  Cost 
of  Power,  Damages  Paid,  Benefits  and  Pensions,  Insurance,  Kent  of 
Track  and  Facilities,  and  Taxes,  amoimted  to  $5,267,306  in  the  year 
1914,  and  in  the  year  1916,  to  $5,865,316;  in  the  year  1918,  to 
$7,877,864,  and  in  1920,  to  $12,911,043,  and  that  the  cost  of  such 
labor  per  revenue  passenger  carried  was  1.701  cents  in  1914;  1.663 
cents  in  1916;  2.244  cents  in  1918,  and  3.569  cents  in  1920.  The 
cost  of  labor  in  1920  is,  therefore,  2.463  times  the  cost  of  labor  in 
1914,  and  the  cost  of  labor  per  passenger  in  1920  is  2.098  times  the 
cost  of  labor  per  passenger  in  1914.  During  the  war  times  the  com- 
pany was  subject  to  the  orders  of  the  War  Ijabor  Board  and  mad<e 
many  mandatory  increases  in  the  wages  paid,  the  aggregate  amounting 
to  a  large  percentage  increase  as  sliown  above.  The  salaries  and  wag(*s 
are  not  now  under  governmental  control.  With  respect  to  cost  of 
materials,  including  the  same  classes  of  expenses  as  excluded  in  the 
lal)or  item,  was  $1,255,212  in  1914,  an  average  per  passenger  of  0.405 
cents  in  1920,  this  cost  had  increased  to  $2,737,318,  a  cost  per  passen- 
ger of  0.757  cents.  The  cost  of  materials  in  1920  was  2.181  times  the 
cost  of  material  in  1914,  and  the  cost  of  material  per  revenue  passenger 
in  1920  was  1.868  times  the  same  cost  in  1914.  The  aggregate  of  lalwr 
and  material  for  the  same  classes  as  before  recited  for  1920  was  4.326 
cents  per  revenue  passenger  against  2.106  per  revenue  pasJ^onger  in 
1914,  an  increase  of  2.220  cents  per  revenue  passenger.  Includani^ 
transfer  revenue,  the  average  revenue  is  7.22  cents  for  seven-cent  pas- 
sengers transported  in  1920.  The  other  costs  for  accounts  not  included 
in  the  above  computations  account  for  the  total  increase  which  the 
Board  has  heretofore  allowed  over  and  above  the  five-cent  fare  existing 
prior  to  1918.  Exclusive  of  the  adjustment  in  the  amoimt  of  expenses 
charged  on  account  of  the  credits  to  the  depreciation  reserve,  the  total 
of  operating  expenses  and  taxes  will  be  less  than  those  expended  by 
the  company  diuring  the  year  1920,  due  largely  to  the  decrease  in  the 
cost  of  labor  and  modification  of  rules  for  overtime.    The  total  revenue 
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deductions  in  1920  (that  is  to  say  operating  expenses  and  taxes) 
omitting  a  charge  of  $114,669  for  depreciation,  aggregated  $22,288,- 
877  against  $20,698,141,  as  computed  in  Table  II,  omitting  $1,100,000, 
which  is  concurrently  credited  to  reserve. .  Excluding  diepreciation  the 
contentious  items  omitted  do  not  exceed  a  half  a  million  dollars  or 
about  a  seventh  of  one  cent  per  revenue  passenger.  If  the  $750,000  of 
annual  depreciation  not  allowed  be  included,  the  total  of  contentious 
items  included  aggregates  about  three-tenths  of  a  cent  per  revenue 
passenger. 

The  following  compilation  of  standard  indices  is  very  illuminating 
in  this  connection : 

Reduction 
of  Current 
1913  Peak  Over     From 

Average        Peak         (^urrent  1913  in  %  Peak,  % 
Bradstreet's     Wholesale      Com-  Feb./20  July  1/21 

modities   9.21  20.87  10.73        226.6        48.6 

May/20  June  1/21 
Dun's  Wholesale  Commodities..  120.9  263.3  166.1  217.8        36.9 

U.  S.  Boreau  Labor  Statistics  May/20  May/21 

Wholesale  Commodities   ....100  272  151  272.0        44.5 

U.  S.  Bureau  Labor  Statistics  June/20  May/20 

Retail    Food    100  219  145  145.0        33.8 

Nat.    Ind.    Conf.    Bd.    Cost    of  July/20  June/1 

Living    100  204.5  161.9  204.5         20.8 

The  company  will  reap  the  benefit  of  the  readjustment  of  wages 
due  to  the  making  of  a  new  contract  \^ith  its  platfoim  men  and 
other  classes  of  labor,  which  we  have  estiniiated  at  more  than  a  million 
dollars. 

Furthermore,  it  is  not  only  a  matter  of  common  knowledge  of 
which  we  mjAv  take  notice,  but  it  is  in  evidence  in  the  case  that  the 
abnormal  prices  caused  by  the  war  already  have  liad  a  material  decline 
and  are  still  rapidly  d'eclining.  Tliis  applies  to  many  commodities 
used  in  the  construction,  maintenance  and  operation  of  a  street  railway. 

It  now  becomes  necessary  to  ascertain  what  schedule  of  fares  will 
produce  the  revenue  which  Table  IT  indicates  the  company  should  be 
allowed  to  earn.  In  the  opinion  of  the  Board  this  may  l)est  be  obtained 
by  increasing  the  charge  for  the  initial  transfer  from  one  cent  to  two 
cents,  and  continuing  in  force  the  remainder  of  the  existing  schedule. 
The  Board  estimates  that  the  revenue  to  be  produced  by  the  existing 
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schedule  of  rates  as  modified  for  the  year  beginning  August  1st,  1921, 
will  be  approximately  as  follows: 

Revenue  other  than  passenger   ( company *8  estimate) $666,000 

Revenue  from  5,300,000  school  fares,  estimated  at 159,000 

Revenue  from  361,130,000  seven-cent  fares 25,279,100 

Revenue  from  75,000,000  transfer  fares,  at  two  cents 1,500,000 

Total  revenue   $27,604,100 

Cost  of  furnishing  service  (see  Table  II)    (1 )    27,550.641 

Surplus  over  cost  shown  in  Table  II $53,459 

(1)  Note. — Made  up  as  follows:  Operating  expenses  before  depreciation, 
$18,228,141;  operating  expenses,  including  $1,100,000  for  depreciation,  $19,- 
328,141;  taxes,  $2,380,000;  return  on  value  of  property  used  and  useful, 
$5,842,500;    totaling  $27,550,641. 

CONCLUSIONS. 

The  Board  finds  and  determines : 

(1)  That  the  value  of  the  property  of  the  company  used  and  use- 
ful in  the  public  service  is  $82,000,000. 

(2)  That  the  operating  expenses  of  the  company,  including  taxes 
and  depreciation,  will  not  exceed  $21,708,000. 

(3)  That  a  return  of  $5,842,500  is  a  fair  return  upon  the  above 
valuation. 

(4)  That  such  return  will  give  to  the  company  a  rate  of  slightly 
over  seven  per  cent,  upon  snch  valuation. 

(5)  That  the  total  requirements  of  the  company,  including  the 
said  return  of  $5,842,500,  will  be  $27,550,641. 

(6)  That  the  increase  in  the  charge  for  a  transfer  from  one  cent 
to  two  cents  will  produce  an  additional  income  of  approximately 
$715,000  a  year  to  the  company. 

(7)  That  such  increase  in  the  charge  for  transfers,  together  with 
the  reduction  in  cost  of  operation  and  wages  and  the  other  adjust- 
ments in  operating  expenses  as  found  by  the  Board,  will  produce  a 
sufficient  revenue  to  enable  the  company  to  meet  all  its  requirements 
for  operating  expenses,  taxes  and  depreciation  and  will  afford  a  rea- 
sonable return  upon  the  value  of  the  property  used  and  useful  found 
by  the  Board. 
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We  may  add  that  to  allow  the  increase  asked  for  by  the  company 
would  impose  an  unnecessary  and  unjust  burden  on  the  public  as 
well  as  deter  from  30,000,000  to  50,000,000  riders  from  using  the 
company's  cars. 

The  Board  finds  and  determines  that  the  company  is  entitled  to 
and  should  have  the  right  to  charge  two  cents  for  a  transfer  instead 
of  one  cent  now  charged. 

The  Board  will  make  an  order  accordingly. 

Dated  July  14th,  1921. 

APPENDIX  I. 

APPRAISAL  BY  OOOLEY,  AS  OF  DECEMBEB  3l8T,  1915. 
BY  OPERATING  DIVISIONS. 

Cost  of  Repro- 

Cost  of  Repro-  duction  Less 

duction,  New  Depreciation 

Essex   Division    $25,395,273  $22,771,879 

Hudson   Division    22,298,358  19,791,007 

Passaic   Division    6,334,547  5,504,530 

Bergen  Division 6,345,852  5,816,353 

Central   Division    11,539,478  10,371,569 

Southern    Division    8,498,711  7,493,983 

TotaJ     $80,412,219  $71,749,321 

Working   Capital    929,403  929,403 

Materials  and  Supplies   693,402  693,402 

Grand   Total    $82,035,024  $73,372,126 

Less  Property  of  P.  S.  R.  R. 2,716,984  2,600,512 

Total  P.  S.  Ry.  Property $79,318,040  $70,771,614 


APPENDIX  II. 

COOLEY   APPRAISAL — BY   ACCOUNTS    SUMMARY — ALL  DIVISIONS. 

Cost  of  Repro- 

Cost  of  Repro-        duction  T^ss 

Way  and  Structures :  duction.  New  Depreciation 

501  Engineering    and    Superintendence    (See 

529B  and  538fB  below). 

502  Right  of  Way— 

A— Land    $3,682,081  $3,682,081 

B — Special    Improvements    245,474  245.474 

503  Other   Land   Used    in    Electric   Railway 

Operations    6,705,374  0,705,374 
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Cost  of  Repro- 

Way  and  Structures :  ductiou,  New 

504  Grading    $2/J16,52}> 

505  Ballast    1,132,204 

506  Ties 1,534,597 

507  Rail*,  Rail  Fastenings  and  Joints 5,221,16(5 

5aS       Special   Work    2,113,378 

509  Underground  Construction    

510  Track  and  Roadway  Labor 3,382,639 

511  Paving — 

A — Special    Improvements    533,144 

B— Paving    5,572,905 

512  Roadwaj'  Machinery  and  Tools 78,292 

513  Tunnels  and  Subways 

514  Elevated  Structures  and  Foundations...  585,865 

515  Bridges,  Trestles  and  Culverts 1,292,685 

516  Crossings,  Fences  and  Signs 251,893 

517  Signals  and  Interlocking  Apparatus....  219,370 

518  Telephone  and  Telegraph  Lines 52,140 

519  Poles  and   Fixtures 1,054,617 

520  Underground   Conduits    331,823 

521  Distribution    System    3,135,312 

522  General  Office  Buildings 138,300 

523  Shops  and  Car  Houses. . ., 3,057,883 

524  Stations,    Miscellaneous     Buildings    and 

Structures    546,908 

525  Wharves   and   Docks 524,487 

526  Park   and   Resort   Property 55,684 

527  Cost  of  Road   Purchased 

528  Reconstruction   of  Road   Purchased 

529  Other    Expenditures — Way     and     Struc- 

tures      148,263 

Total— 502  to  520  inclusive $44,513,013 

529A    Contingencies,  1%%  of  items  504  to  529 

inclusive    (and  502B)    2,559,416 

529B    Engineering     and      Superintendence     on 
Way  and  Structures,  5%  of  items  504 

to  529A  inclusive  (and  502B)    1,834,248 


Total   Way   and   Structures .$48,90(»,677 


530 
531 
532 
533 
534 
535 


Equipment : 

Passenger   and   Combination    Cars $5,895,761 

Freight,  Express  and  Mail  Cars 

Service    Equipment    557,581 

Electric  Equipment  of  Cars 4,434,210 

Locomotives    i 

Floating    Equipment    810,000 


Cost  of  Repro- 
duction I^ss 
Depreciation 
$2,907,005 
1,132,204 
1,050,521 
4,079,917 
1,461,958 


3,382,639 

533,144 

3,952,049 

59,367 

527,584 

1,165,905 

238,848 

195,939 

49,533 

854,607 

289,760 

2.899,003 

132,269 

2,879,740 

417,553 

443,189 

53,010 


121,444 


$38,960,117 
2,141.449 

1,834,248 
$42,935,814 

.$4,052,086 

392.840 
3,693,992 


515,750 
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Cost  of  Repro- 

Cost  of  Repro-  duction  Less 

Way  and  Structures :                            duction,  New  Depreciation 

536  Shop   Equipment    $526,46(5  ^17,358 

537  Furniture    161,072  122,140 

538  Miscellaneous  Equipment   89,568  60,851 

Total,  530  to  538  inclusive $12,474,658  $9,855,017 

538A    Contingencies,  2%   of  items  530  to  638 

inclusive    249,493  197,100 

53SB    Engineering     and     Superintendence     on 

Equipment,  2%  of  items  530  to  538A 

inclusive    254,483  254,482 

Total   Equipment    $12,978,634  $10,306,599 

General  and  Miscellaneous: 

545  Franchises    

546  Law    Expenditures    and*   Administration, 

21^%  of  items  502  to  538B  inclusive. .       $1,547,132  $1,547,132 

547  Interest    during    Construction,    11%    of 

items  502  to  538B  inclusive 6,807384  6,807,384 

548  Injuries  and  Damages  (included  in  Unit 

Prices)     

549  Taxes,  2%  of  items  502  to  538B  inclu- 

sive          1,237,705  1,237,705 

549A            Total    $9,592,221  $9,592,221 

550  Miscellaneous — 

A — Organization   and   Development   of 

the  Project,  2%%  of  items  502 

to  549A  incluflive 1,786,937  1,786,937 

B— Cost  of  Money,  5%   of  items  502 

to  549A  inclusive 3,573,875  3,573,875 

C — Promoter's    Remuneration,    5%    of 

items  502  to  549A  inclusive 3,573,875  3,573,875 

Total  General  and  Miscellaneous...     $18,526,908  $18,526,908 

Total   Equipment    '. .       12,978,634  10,306,599 

Total  Way  and  Structures 48,906,677  42,935,814 

Total    $80,412,219  $71,769,321 

Working   Capital    929,403  929,403 

Materials  and  Supplies 693,402  693,402 

Grand   Total    $82,035,024  $73,392,120 

Less  Property  of  P.  S.  Railroad 2,716,984  2,600,512 

Total  P.  S.  Ry.  Property   $79,318,040  $70,771,614 

14 
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APPENDIX  III. 

APPRAISAL  BY  FORD,  BACON  &   DAVIS. 

Public  Service  Railtoay  Company. 
All  Diviiions, 

Estimated  Cost  of  Reproduction   New  of  the  Operative   Property   as   of 
January  1st,  1921. 

SUMMARY  OP  PUBLIC  UTILITY  COMMISSION  PRIMARY  ACCOUNTS, 

P.  U.  C.  Estimated  Cost  of  Reproduction 

Account  Pre-WarAv.  Sept.,  1920, 

Number                                 Title  Prices  Prices 

•Way   and   Structures : 

501  Engineering  and  Superintendence $2,660,869  $4,191,732 

502  Right   of  Way    4,430,845  4,781,863 

503  Other  Land    6,001,837  6,001,837 

504  Grading    2,477,857  6,091,060 

505  Ballast    1,360,685  2.599,673 

506  Ties    1,533,631  3,634,570 

507  Rails,  Rail  Fastenings  and  Joints 5,381,808  10,237,305 

508  Special   Work    2,561,894  4,937,M5 

510  Track  and  Roadway  Labor   2,717,178  6,938,434 

511  Paving    6,260,165  14,312,086 

512  Roadway  Machinery  and  Tools 85,253  159,880 

513  Tunnels  and  Subways 217,867  471,145 

514  Elevated   Structures   and   Fonndlations 595,572  1,269,267 

515  Bridges,  Trestles  and  Culverts   1,339,031  2,662,677 

516  Crossings,  Fences  and  Signs  187,005  387,667 

517  Signals  and  Interlocking  Apparatus 202,812  458,731 

518  Telephone  and  Telegraph  Lines   50,791  122,939 

519  Poles  and  Fixtures    1,090,651  2,584,225 

520  Underground   Conduits    395,056  961,581 

521  DistribuHon    System    3,431,267  6,323,810 

522  General  Office  Buildings 2,847,529  6,259,725 

523  Shops  and  Car  Houses 3,176,003  7,539,477 

524  Stations,  Misc.  Bldfes.  and  Structures 419,990  983,702 

525  Wharves  and  Docks    552,356  1,346.027 
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P.  U.  C.  Estimated  Cost  of  Reproduction 

Account  Pre- War  Av.  Sept.,  1920, 

Number                                Title  Prices  Prices 

Equipment : 

530  Passenger  and  Combination  Cars $7,226,120  $17,704,251 

532  Service   Equipment    457,880  1,145,627 

533  Electric  Equipment  of  Cars 5,1J0,462  12,108,732 

534  Locomotives    6,834  17,001 

535  Floating  Equipment 773,160  2,242,164 

536  Shop  Equipment    550,061  1,199,133 

537  Furniture    240,405  458,919 

538  Miscellaneous    124,185  188,256 

General  and  Miscellaneous: 

SS  ^dLntSol"'"  '"' } ^^'^'^'^  ^2376^^^' 

547  Interest  during  Construction 5,301,194  14,558,074 

549  Taxes  during  Construction   619,620  1,236,063 

550  Miscellaneous — 

(a)  Pre-Construction    Costs    2,066,023  2,689,735 

(b)  Auxiliary  Operation  Items    172,403  438.739 

(c)  Financing   Expenses    3,738,400  11,485,100 

Additions  to  Capital  Account   628,173  1,514,160 

Going   Value    4,710,000  13,170.000 

Consolidation    Value    5,600,000  11,700,000 

Total   $88,815,887  $189,489,500 


Xoie: 

Average  per  cent,  condition  of  the  physical  property 80% 

Onsrating  efficiency  of  the  physical  property  and  organization . .     86% 
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APPENDIX  V. 

SUMMABT  OF   WOBK  DONB  FOB  EMERGBNCT  FLEET   CORPORiiTION. 

Est.  Price  at  Which  P.  S. 
Authorl-  P.  S.  Ry.  Book  Costs  Ry.  Could  Purchase 

zatioD  Project  Labor  and    Over-  These  Exttensions, 

Number  Material       head       Total  1-1-21 

Essex  Division  : 
2129  Track     on     Lincoln     High- 
way        $10,298        $161     $10,459     %    (totel  dep.)  $7,198 

2082  Exten.    to    Port    Newark..   656,165       9,232     665.397a  %    (net  dep.)  301,836 

2128  Feeder,    Uncoln    Highway.      15.597    15,597     %    (total  dep.)  10,762 

Totals    $682,060     $9,393  $691,453      $319,796 

Southern  Division  : 
2091  Track  for  N.   Y.   Shipbldg. 

and  Pa.  &  N.  J 577,881       4,622     582,5036  %    (total  dep.)  401,927 

2127  Track     for    Yorkship     Vil- 
lage     226,304       8,560     234,846     %     (net,  $44,711 ; 

plus,  $17,494)      153,689 

Totals     $804,185  $13,182  $817„S67      $.'i55,616 

(irand   Totals    1,486,235     22,575 1,508,820      875,412 

875,412 


Excess   of  Book   Costs  over   probable 

purchase    price     $633,408 


a — Includes   Substation  Equipment.  $7,211. 

h — Excludes  Transmifwion  System,  Power  Plant  and  Substation  Equipment,  $378,656. 

Annual  depreciation  taken  at  4%  on  the  assumption  tliait  during  the  past  two  years 
elapsed  life  no  cresdit  has  l)een  made  to  amortization  reserve  for  maintenance  and 
repairs. 


ORDER. 

This  matter  having  been  duly  heard  and  the  Board,  on  the  date 
hereof,  having  made  and  filed  a  report  stating  its  findings  of  fact 
and  conclusions  thereon,  which  report  by  reference  thereto  herein  is 
hereby  made  part  hereof,  the  Board  finds  and  determines  that  the 
existing  rate  charged  by  the  iPublic  Service  Railway  Company  apply- 
ing to  transfers  issued  by  the  said  company  is  insufiicient,  and  the 
Board  ordeus  fixed  as  just  and  reasonable  rates  for  the  said  Public 
Service  Railway  Company  to  charge  a  fare  of  seven  cents  where  sftven 
centvS  is  now  charged  and  a  charge  of  two  cents  for  a  transfer  where 
a  charge  of  one  cent  is  made  therefor;  other  portions  of  the  existing 
schedule  to  remain  in  effect. 

The  said  company  is  to  continue  filing  monthly  reports  showing 
the  results  of  operation  and  also  wages  paid  and  other  statistics  as 
heretofore  furnished. 

This  order  shall  become  effective  August  4th,  1921. 

Dated  July  14th,  1921. 
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Application  was  made  by  the  Public  Service  Railway  Company  to 
the  District  Court  of  the  United  States  for  an  injunction  restraining 
the  enforcement  of  the  action  of  the  Board  in  the  above-reported  case. 
An  appeal  has  been  taken  to  the  Supreme  Court  of  the  United  States 
from  the  decision  of  the  Federal  Court. 

The  majority  and  minority  opinions  of  the  Federal  Court  follow. 


In  the  District  Court  of  the  United  States  for  the  District 

OF  New  Jersey. 


Public   Service  Railway  Company,  Plaintiff, 


vs. 


Board  of  Public  Utility  Commissioners,  Defendant. 


Bill  for  Injunction. 

Before  Woolley  and  Davis,  Circuit  Judges,  and  Eellstah,  District 
Judge. 

WooLLEY,  Circuit  Jtidge.  This  action  concerns  tlie  lawfulness  of  a 
rate  fixed  for  a  public  utility  under  authority  of  a  state  statute. 

Tlie  plaintiff  is  the  Public  Service  Railway  Company,  a  corporation 
organized  under  agreements  of  consolidation  l)otwecn-  many  street  rail- 
way companies,  entered  into  by  virtue  of  an  act  of  the  legislature  of  the 
Stale  of  New  Jersey  providing  for  the  formation  of  trac^tion  companies 
and  their  regulation,  approved  March  14th,  1893. 

The  defendant  is  the  Board  of  Public  Utility  Commissioners, 
created  by  an  act  of  the  legislature  of  the  State  of  Xew  Jersey,  estab- 
lishing such  a  board  and  conferring  upon  it  power  fully  to  regulate 
and  control  public  utilities,  approved  April  21?t,  1911.  O'Brien  r. 
Board  of  Public  Utility  Commissioners,  92  N.  J.  L.  44:   lb.  587. 
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The  intervening  defendants  are  the  cities  of  Jersey  City,  Newark, 
Passaic,  Paterson,  Elizabeth  and  Camden,  municipalities  through 
whose  streets  the  plaintiflE  railway  company  operates  certain  lines  and 
between  whom  and  the  company  there  exists,  it  is  alleged,  rights  and 
duties  arising  from  ordinances,  franchises  and  contracts,  which,  in 
their  relation  to  the  subject  matter  of  this  litigation,  are  separate  and 
apart  from  any  interests  represented  by  the  Board  of  Public  Utility 
Commissioners  and  the  Attorney  General. 

Given  in  bare  outline,  the  events  which  lead  up  to  this  controversy 
are  the  following: 

Public  Service  Bailway  Company  controls,  through  consolidations, 
stock  ownership  and  leases,  sundry  street  railway  corporations,  which 
in  turn  control  other  railway  corporations,  and  they  in  turn  still  others, 
running  back  to  the  day  of  horse  railways,  through  whose  lines,  on 
being  connected  and  combined  into  an  unitary  system,  it  operates  2,649 
passenger  cars  over  860  mil^s  of  track  in  146  municipalities  in  the 
State  of  New  Jersey,  including  inter-urban  lines,  in  several  counties, 
serving,  without  limitation  by  municipal  boundaries,  a  population  of 
more  than  two  million. 

Speaking  always  in  roimd  numbers,  the  capital  stock  of  the  com- 
pany issued  and  outstanding  is  $48,700,000,  of  which  $39,200,000 
was  issued  in  exchange  and  payment  for  stock  of  underlying  railway 
corporations,  and  $9,500,000  was  issued  and  sold  for  cash  at  par. 

Prior  to  the  consolidations  by  which  the  company  was  created,  the 
constituent  or  lessor  companies  had  mortgaged  their  properties  for 
the  paymient  of  bonds  to  the  amount  of  $80,600,000.  By  virtue  of  the 
consolidation  agreements  these  bonds,  as  well  as  the  rentals  reserved 
by  the  several  leases,  became  direct  obligations  of  the  company,  re- 
quiring it  to  pay  interest  amounting  to  $3,700,000  and  rentals  amount- 
ing to  $1,160,000  annually. 

The  company  pays  annually  more  than  $21,700,000  in  maintenance 
and  operating  expenses,  about  $5,000,000  in  fixed  charges  for  interest 
on  its  bonded  obligations  and  rentals  for  leased  properties,  and  more 
than  $2,000,000  for  taxes.    It  now  pays  no  dividend  on  its  stock. 

Prior  to  1916,  the  company  charged  a  5-cent  fare  througnout  its 
system,  a  rate  comimonly  regarded  as  just  and  reasonable  for  the 
service  rendered.  For  a  year  or  two  prior  to  1917  there  wa^,  as  every- 
one knows,  a  progressive  increase  in  the  cost  of  maintenance  and 
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operation  of  street  railways  growing  out  of  the  greatly  increased  cost 
of  materials  and  increased  wages  and  taxes,  due  to  war. 

Under  this  increased  cost  of  maintenance  and  operation  a  surplus  of 
$1,180,000  which  the  company  had  accumulated  up  to  the  year  1917 
was  in  1918  changed  into  a  deficit  of  $300,000.  This  deficit  increased 
until  in  1920  it  amounted  to  $743,000.  The  difference  between  income 
and  outgo  during  these  later  years,  the  company  says,  was  not  suffi- 
cient for  it  to  meet  its  operating  expenses,  pay  its  fixed  charges,  and 
maintain  its  property  in  a  state  of  efficiency.  It  was  therefore  com- 
pelled, during  the  years  from  1917  to  1920,  to  borrow  more  than 
$2,348,000  for  the  purchase  of  new  rolling  stock. 

Believing  it  impossible  further  to  maintain  and  operate  its  prop- 
erty on  a  5-cent  fare,  the  company,  in  March,  1918,  filed  with  the 
Board  a  rate  of  7  cents  and  charges  for  transfer.  In  July,  1918,  the 
Board  refusing  the  increase,  continued  the  base  rate  at  5  cents  but 
allowed  1  cent  for  each  initial  transfer.  Finding  the  income  still 
inadequate,  the  Board,  in  September,  1918,  fixed  a  rate  of  7  cents 
and  1  cent  for  a  transfer  for  a  period  limited  to  March,  1919.  In 
May,  1919,  the  Board  reinstated  the  rate  of  7  cents  plus  1  cent,  where 
it  remained  xmtil  July  14th,  1921. 

The  validity  of  the  increase  of  this  rate  was  reviewed  by  the  Supreme 
Court  and  the  Court  of  Errors  and  Appeals  of  the  State  of  Xew  Jer- 
sey in  an  action  brought  by  Charles  F.  X.  O'Brien,  a  citizen  and  rider, 
witli  the  result  that  the  courts  sustained  tlie  increase  and  held  that 
the  Board  may  raise  the  rate  of  a  public  utility  without  evidence  of 
the  value  of  tlie  property  of  the  utility  when  the  justice  and  reason- 
ableness of  the  rate  can  be  determined  without  first  ascertaining  the 
value  of  the  property.    92  J^.  J.  L.  44 ;  lb.  587. 

During  the  controversy  between  the  Board  and  company  with  refer- 
ence to  the  fixation  of  rates  which  would  give  a  fair  return  on  the 
property  devoted  to  the  public  service,  the  legislature  of  the  State  of 
Xew  Jersey  passed  an  act  entitled  "An  act  providing  for  the  valuation 
of  street  railway  properties  in  this  State.''  Laws  of  1920,  chapter  351. 
By  this  act  the  Governor,  State  Treasurer  and  State  Comptroller  were 
constituted  a  commission  for  the  purpose  of  ascertaining  and  determin- 
ing the  value  of  all  properties  of  street  railway  companies  of  Xew 
Jersey.  The  act  required  the  commission  to  select  a  competent  elec- 
trical or  mechanical  engineering  concern,  equipped  and  organized  for 
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and  experienced  in  the  work  of  valuing  street  railway  properties.  The 
act,  as  later  amended  by  the  act  of  1921,  also  provided  that  the  report 
of  the  engineering  concern  and  "the  value  of  the  property  as  set  forth 
in  said  report  shall  be  accepted  by  the  Board  of  Public  Utility  Com- 
missioners of  this  State  as  presumptive  evidence  of  the  value  of  said 
property,  as  of  the  date  specified  in  said  report  in  any  rate  proceeding 
under  any  law  of  this  state  to  the  extent  that  the  value  of  said  property 
is  a  factor  in  fixing  a  rate." 

Pursuant  to  the  act  of  1920  the  Commission  retained  the  engineer- 
ing firm  of  Ford,  Bacon  &  Davis  of  New  York,  who  at  once  set  about 
the  valuation  of  the  company's  properties.  By  their  report,  in  April, 
1921,  they  placed  the  valuation  at  $125,000,000,  based,  it  is  claimed, 
largely  on  pre-war  prices. 

Prior  to  the  official  valuation  made  by  Ford,  Bacon  &  Davis,  the 
company,  for  its  o\^ti  information,  employed  Mortimer  E.  Cooley, 
Dean  of  the  College  of  Engineering  and  Architecture  of  the  University 
of  Michigan,  to  inventory  and  appraise  its  properties.  This  expert, 
aided  by  Professor  H.  C.  Anderson,  with  a  force  of  one  hundred  and 
fifty  assistants,  arrived!  at  a  valuation  as  of  May  31st,  1921,  based  on 
post-war  prices,  amounting  so  far  as  the  property  alone  is  concerned 
to  $149,900,000,  to  which  was  added  30  per  cent,  for  going  value  or 
$44,900,000,  making  a  total  of  $194,900,000. 

Without  reciting  all  the  moves  made  by  the  company  and  the 
Board  in  this  protracted  controversy,  the  next  important  step  was  the 
company's  act  of  filing  with  the  Board  a  10-cent  rate.  The  Board 
declined  to  allow  this  rate.  The  matter  went  to  the  Supreme  Court, 
which,  on  July  1st,  1921,  set  aside  the  action  of  the  Board  and  re- 
manded the  proceeding  in  order  that  the  Board  might  ^x  a  just  and 
reasonable  rate  on  the  evidence.  The  evidence  then  before  the  Board 
was  the  newly  filed  report  and  valuation  of  Ford,  Bacon  &  Davis,  as 
well  as  the  valuation  of  Cooley.  Thereupon  the  Board  proceeded  to 
make  its  own  valuation  of  the  company's  properties  as  a  basis  on 
which  to  grant  the  company  an  increase  of  fare.  It  began  by  making 
an  estimate  of  the  cost  of  the  physical  property  new.  In  doing  this 
it  excluded  "intangibles  and  everything  else  except  pure  physical 
cost."  Physical  costs  (with  the  same  matters  excluded)  had  been 
estimated  by  the  experts  as  follows: 
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Cooley,  cost  new,  approximately $69,000,000 

Ford,  Bacon  &  Davis,  cost  new,  approximately 70,000,000 

Wolff  (expert  for  municipalities) 

Cost   new    (historical)    72,700,000 

The  Board  valued  the  property  (on  a  cost  new  basis)  at  $70,000,000 
reckoned  on  pre-war  prices.  From  this  basic  figure  it  made  one  de- 
duction and  to  it  three  additions,  as  follows : 

Physical  Cost  or  Value   $70,000,000 

Less   Depreciation    13,500,000 

Sub-total    $5(5,500,000 

Add    Appreciation    12,000,000 

Add  Working  Capital 1,500,000 

Add  Going  Value   12,000,000 

Total  $82,000,000 

With  $82,000,000  as  its  estimate  of  the  present-day  value  of  the 
company^s  properties  devoted  to  the  public  service  the  Board  next 
determined  the  number  of  fares  which  will  probably  be  paid  during 
the  year  to  be  361,130,000  first  fares,  5,300,000  school  fares,  and 
75,000,000  transfer  fares. 

In  determining  a  just  rate  on  the  valuation  of  the  company's  prop- 
erties, considered  with  reference  to  the  probable  number  of  fares  for 
the  on-coming  year,  the  Board,  with  the  evident  purpose  of  being 
fair  to  all  concerned,  made  these  findings:  That  the  value  of  the 
property  of  the  company  "used  and  useful  in  the  public  service"  is 
$82,000,000;  that  the  operating  expenses  of  the  company,  including 
taxes  and  depreciation  (but  taking  no  account  of  interest  charges, 
rentals,  or  dividends  on  its  stock),  will  not  exceed  $21,708,000;  that 
the  estimated  number  of  fares  at  the  base  and  transfer  rates  of  7 
cents  plus  2  cents  and  at  the  school  rates,  will  yield  a  gross  revenue 
of  $27,550,641;  that  this  sum  will  cover  costs  of  operation,  taxes 
and  depreciation  stated  above  and  will  give  the  company  $5,842,500, 
which,  being  slightly  over  7  per  cent,  on  the  property  value,  the 
Board  regarded  as  a  fair  return  for  its  property  in  the  public  service. 
It  then  made  its  order  of  July  14th,  1921,  fixing  rates  at  these  figures. 

The  company,  asserting  a  valuation  of  its  property  about  double 
that  of  the  Board  and  claiming  the  need  of  a  lO-cent  fare  to  produce 
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a  return  on  that  valuation,  seeks  relief  against  this  last  order  of  the 
Board  by  this  action.  Raising  federal  questions,  it  challenges  the 
constitutionality  of  the  statute  under  which  the  Board  was  created 
(later  abandoned)  and  the  constitutionality  of  the  action  of  the 
Board  in  fixing  rates  which,  it  charges,  are  not  commensurate  with 
the  services  rendered  and  are,  therefore,  confiscatory,  illegal,  and 
void  and  in  contravention  of  Section  1  of  the  Fourteenth  Amend- 
ment to  the  Constitution  of  the  United  States.  The  company  prays 
that  it  be  granted  writs  in  injunction,  both  temporar}'  and  permanent, 
restraining  the  Board  from  interfering  with  the  company  putting 
into  effect  the  10-cent  rate  of  fare  previously  filed  and  from  enforcing 
against  the  company  its  order  of  July  14th,  1921,  fixing  a  rate  of  7 
cents  plus  2  cents  for  an  initial  transfer. 

As  to  the  law  of  the  matter  under  immediate  consideration  there 
is  no  dispute.  The  highest  courts  of  the  State  of  New  Jersey  and  the 
Supreme  Court  of  the  United  States  have  repeatedly  given  expression 
to  the  same  views.    Briefly  they  are  these: 

The  state  has  a  right  to  control  private  corporations  whose  busi- 
ness, necessarily  monopolistic  in  character,  is  affected  with  a  public 
interest.  In  the  exercise  of  that  control,  when,  as  in  this  instance, 
it  extends  to  the  fixation  of  rates,  the  State,  acting  through  its  gov- 
ernmental agency  (in  this  instance  the  Board  of  Public  Utility  Com- 
missioners), must  consider  both  the  rights  of  the  public  and  the 
rights  of  the  corporation.  Out  of  this  situation  it  must  evolve  what 
the  law  terms  a  just  and  reasonable  rate,  which  when  made  by  com- 
pulsion of  public  authority  can  never  exceed  the  value  of  the  service 
to  the  consumer  and  cannot  be  made  so  low  as  to  confiscate  the  prop- 
erty devoted  to  that  service.  Or,  as  expressed  by  the  Supreme  Court 
of  the  United  States  in  Smyth  i\  Ames,  169  U.  S.  466,  tlie  reason- 
able worth  of  the  service  rendered  is  the  maximum  of  the  permissible 
rate  and  a  fair  return  on  the  value  of  the  property  employed  for  the 
public  convenience  is  the  minimtlm.  It  must  fall  between  these  two 
extremes.  In  applying  the  test  of  a  minimum,  the  courts  have  held 
that  the  rates  should  be  sufficiently  high  to  enable  the  corporation 
from  its  earnings  to  pay  taxes,  to  meet  operating  expenses,  keep  its 
property  unimpaired,  induce  the  investment  of  money  in  the  business, 
and  make  a  fair  return  on  the  capital  invested.  Xeither  the  public 
nor  the  corporation  is  entitled  to  anything  more.    Public  Service  Gas 
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Company  v.  Public  Utility  Board,  84  N.  J.  L.  463 ;  O'Brien  v.  Public 
Utility  Board,  92  N.  J.  L.  44;  Public  Service  Railway  Co.  v.  Board 
of  Public  Utility  Commissioners,  N.  J.  L.,  Philadelphia  City  Pas- 
senger Railway  Co.  v.  Pennsylvania  State  Public  Service  Commission. 
While  this  test,  as  defined  by  both  state  and  federal  courts,  is 
directed  to  the  value  of  the  corporation's  property  devoted  to  public 
service,  the  courts  of  New  Jersey  have  said  in  O'Brien  v.  Public 
Utility  Board,  supra,  .that  in  fixing  a  rate  it  is  not  necessary  that 
there -be  evidence  before  the  Board  of  the  value  of  the  property  of 
the  public  utility  where  the  justice  and  reasonableness  of  a  rate  can 
be  determined  without  first  ascertaining  the  value  of  the  property. 
Whether  it  is  the  law  of  Xew  Jersey  that  the  Board  may,  in  every 
instance,  fix  rates  for  a  public  utility  without  first  valuing  its  prop- 
erty is  a  question  not  pertinent  to  the  issue  arising  on  this  applica- 
tion for  a  preliminary  injunction.  We  are  concerned  only  with  what 
the  Board  did  under  the  law  of  the  State  of  New  Jersey  and  with  the 
validity  of  its  action  considered  with  reference  to  guarantees  of  the 
Federal  Constitution.  Certain  it  is  that  the  law  of  New  Jersey  (Act 
of  1920)  provides  for  the  valuation  of  the  properties  of  public  utili- 
ties; that  pursuant  to  that  law)  a  valuation  of  the  company's  prop- 
erty was  foimally  made,  to  that  valuation  as  evidence  the  Board  gave 
consideration  and  on  it  based  a  valuation  of  its  own  from  which  it 
evolved  the  rate  in  dispute. 

In  order  to  show  what  questions  the  court  has  to  decide  at  this 
stage  of  the  case,  it  seems  necessary  from  the  drift  of  the  argument 
first  to  point  out  very  definitely  some  of  the  matters  with  which  the 
court,  just  now,  has  nothing  to  do. 

By  its  bill  of  complaint  the  company  charges,  inter  alia,  that  the 
action  of  the  Board  of  July  14th,  1921,  fixing  the  rates  last  named, 
was  unlawful  because  in  contravention  of  the  Fourteenth  Amendment 
to  the  constitution  of  the  United  States  (which  forbids  a  state  to 
"deprive  any  person  of  life,  liberty,  or  property,  without  due  process 
of  law"),  and  prays  an  injunction,  temporary  and  permanent,  restrain- 
ing the  enforcement  of  that  action.  When  a  question  of  this  kind 
arises,  it  is  the  law  of  the  United  States  (Section  266  of  the  Judicial 
Code)  that  no  interlocutory  injunction  restraining  the  enforcement 
of  an  order  made  by  an  administrative  board  acting  pursuant  to  a 
statute  of  a  state  shall  be  granted  by  a  District  Court  of  the  United 
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States,  unless  the  application  for  the  same  be  heard  and  determined 
by  three  judges,  at  least  one  of  whom  shall  be  a  justice  of  the  Su- 
preme Court  or  (as  in  this  case)  a  circuit  judge.  Thus  it  is  clear 
that  the  court  as  presently  constituted  has  to  do  solely  with  p,  ques- 
tion of  allowance  or  disallowance  of  a  preliminary  injunction,  the 
final  decision  is  postponed  until  after  trial.  In  determining  that 
question  the  court  has  no  concern  with  and  therefore  will  give  no 
consideration  to  such  questions  as  whether  the  capitalization  of  the 
plaintiff  company  is  excessive;  whether  its  bonded  indebtedness  is 
out  of  proportion  to  the  value  of  its  property;  whether  its  rental 
obligations  under  its  leases  are  greater  than  the  worth  of  the  prop- 
erties leased;  or  whether  the  management  of  the  company  has  been 
good  or  bad,  honest  or  dishonest.  Nor  is  the  court  presently  called 
upon  even  to  inquire  whether  the  10-cent  rate  filed  by  the  company 
is  just  and  reasonable.  The  court  is  concerned  with  only  one  ques- 
tion, which  is — whether  the  rate  of  7  cents  plus  2  cents  for  a  trans- 
fer, last  fixed  by  the  Board,  is  confiscator}'  of  the  company's  property 
because  based  on  a  valuation  of  the  property  less  than  its  worth  at 
the  present  time.  If  it  is  confiscatory,  then  the  Federal  Constitution 
has  been  violated  and  this  federal  court  will  afford  relief. 

Before  discussing  the  issue  whether  the  rate  in  contest  is  invalid 
because  confiscatory,  we  shall  dispose  of  the  contention  of  the  inter- 
vening municipalities  that  the  rate  is  invalid  because  higher  than 
rates  prescribed  by  ordinances  of  municipalities  under  which,  in  part, 
the  company  operates  its  lines.  These  ordinances  contain  provisions 
for  5-cent  fares  or  fares  not  in  excess  of  5  cents.  Whatever  obliga- 
tion an  ordinance  locating  street  railway  tracks  and  prescribing  rates 
of  fare  may  create  between  a  municipality  and  an  utility  company,  it 
does  not  bind  the  state.  Ordinances  raising  such  obligations  are 
enacted,  and  franchises  thereunder  are  accepted,  su])ject  to  the  re- 
served power  of  the  stat^  to  act  on  its  own  behalf  in  a  manner  which 
may,  in  effect,  nullify  them.  This  power  the  State  of  New  Jersey 
exercised  by  the  Act  of  1911,  and  through  the  Board  tliere  created, 
it  continues  to  exercise  by  regulating  rates  at  will.  Indeed,  in  the 
last  of  several  cases  in  which  this  question  was  involved,  the  Court 
of  p]rrors  and  Appeals  of  the  State  of  Xew  Jersey  said  that  its  pre- 
vious decisions  "foreclose  any  further  discussion  relating  to  the  power 
of  the  legislature  to  ^x  reasonable  rates  to  be  charged  by  a  public 
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utility  company,  notwithstanding  the  fixing  of  a  maximum  rate  by 
a  consenting  ordinance."  We  regard  the  decisions  by  the  courts  of 
New  Jersey  as  dispositive  of  the  question  of  law  raised  by  the  inter- 
vening mimicipalities  in  this  case.  Collingswood  Sewerage  Co.  v. 
Collingswood,  91  N.  J.  L.  20 ;  affirmed,  92  lb.  509 ;  Atlantic  Coast 
Line  Electric  Ry.  Co.  v.  Public  Utility  Board,  92  N.  J.  L.  168 ;  Pub- 
lic Service  Ry.  Co.  v.  Board  of  Public  Utility  Commissioners,  85  N. 
J.  L.  123 ;  affirmed,  86  N.  J,  L.  696 ;  Edison  Storage  Battery  Co.  v. 
(Public  Utility  Board,  93  N.  J.  L.  301;  O'Brien  v.  Utility  Board, 
92  N.  J.  L.  587. 

Turning  to  the  issue  of  confiscation,  this  court  understands  that  in 
appraising  the  value  of  the  company's  properties  all  parties  agree  that 
physical  cost  of  the  properties  may  be  taken  as  the  base  figure.  This 
cost  the  Board  places  at  $70,000,000.  The  intervening  municipali- 
ties say  that  figure  is  too  high.  The  plaintiff  company  says  it  is 
too  low,  yet  (for  the  purpose  of  the  present  discussion)  it  admits  it 
to  be  correct.  After  giving  careful  consideration  to  the  contention 
of  the  municipalities,  the  court  finds  that  they  have  not  sustained 
the  burden  (which  the  law  places  upon  them)  of  overcoming  the  pre- 
sumption of  correctness  which  the  law  gives  to  the  Board's  calculation. 
Therefore,  this  court,  for  present  purposes,  accepts  the  Board's  cost 
figure  of  $70,000,000. 

From  the  physical  cost'  of  $70,000,000  (at  pre-war  prices)  the  Board 
deduced  the  present  value  (at  post-war  prices)  by  making  one  deduc- 
tion and  three  additions.  The  dieduction  was  $13,500,000  for  depre- 
ciation. 

As  the  property  is  no  longer  new,  all  agree,  of  course,  that  it  has 
depreciated  in  value.  Knoxville  v.  Knoxville  Water  Co.,  212  U.  S.  1 : 
Des  Moines  Gas  Co.  v.  Des  Moines,  238  U.  S.  153.  The  municipalities 
contend  that  the  deduction  of  $13,500,000  is  too  small.  The  company 
maintains  that  it  should  not  be  charged  with  depreciation  in  this  sum, 
or  in  any  other  sum,  because  the  depreciation  of  its  property  was  the 
fault  of  the  Board  in  dienying  it  rates  sufficient  to  maintain  its  prop- 
erty in  a  state  of  efficiency. 

The  next  item  is  $12,000,000  added  for  appreciation.  No  one  ques- 
tions that  appreciation  to  property  of  public  utilities  is  a  lawful  factor 
in  estimating  its  value  when  appreciation  has  actually  occurred. 
Wilcox  V.  Consolidated  Gas  Co.,  212  U.  S.  19 ;  Minnesota  Rate  Case, 
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230  U.  S.  458.  But  the  nmnicipalities  say  that  no  figure  for  apprecia- 
tion should  be  added  to  the  resultant  of  the  physical  cost  less  deprecia- 
tion because  none  exists  in  the  circumstances.  The  company  urges 
that  while  its  properties  have  manifestly  depreciated  by  use  since  pre- 
war days,  it  is  equally  manifest  that  their  value  has  appreciated  in  the 
great  rise  of  commodity  prices  which  all  know  took  place  during  the 
war.  The  company  maintains  that  there  is  a  disproportion  between 
the  appreciation  allowed  (about  20  per  cent.)  and  the  increase  in 
commodity  prices  (over  100  per  cent.),  and  that,  in  consequence,  tlie 
figure  of  $12,000,000  allowed  for  appreciation  is  grossly  unfair.  In 
this  connection  the  company  maintains  that  the  Board  failed  to  give 
the  Ford,  Bacon  &  Davis  report  the  presumptions  to  w^hich,  as  evidence, 
it  is  entitled  by  force  of  the  statute,  and  disregarded  other  evidence  in 
the  case. 

Passing  without  contest  the  item  of  working  capital,  the  company 
next  charges  error  in  the  Board's  figure  of  $12,000,000  for  going 
value. 

All  agree  that,  in  the  language  of  the  Board's  report,  "it  is  settled 
law  in  this  State  and  in  the  United  States  that  the  question  of  making 
an  allowance  for  going  value  is  no  longer  open  to  discussion.  That  a 
going  concern  has  a  value  over  and  above  the  value  of  the  physical 
property  employed  is  self-evident."  Des  Moines  Gas  Co.  v.  Des  Moines, 
238  IT.  S.  153;  Denver  v,  Denver  Water  Co.,  246  U.  S.  158.  But 
the  municipalities  say  that  no  item  of  going  value  should  be  allowed 
because  all  items  validly  embraced  within  such  a  headdng  are  already 
included  in  the  base  figure  of  physical  cost.  The  company  contends 
that  the  allowance  for  going  value  is  grossly  inadequate,  representing 
that  in  making  an  estimate  of  such  value  consideration  should  be 
given  to  service  and  economies  of  an  unitary  system  over  the  disadvan- 
tages and  costs  of  independient  systems  individually  operated  in  sepa- 
rate communities.  While  admitting  that  such  value  may  include 
many  things  very  much  according  to  tihe  judgment  of  the  men  who 
appraise  them,  it  urges  that  it  includes  the  cost  of  developing  the 
business  to  its  present  state  of  efficiency  not  returned  in  earnings, 
w^hich  here  is  estimated  at  $1,500,000 ;  losses  incident  to  running  new 
and  unprofitable  lines;  cost  of  consolidating  many  separate  units  and 
producing  the  advantages  of  one  comprehensive  system  with  a  conse- 
quent reduction  of  fares,  extension  of  transfer  systems  and  increased 
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convenience  to  the  traveling  public,  estimated  by  Ford,  Bacon  & 
Davis  at  $5,000,000;  obsolescent  and  superseded  property,  estimated 
by  the  same  firm  at  $4,700,000  and.  by  Wolff,  municipal  expert,  at 
$9,464,000.  In  fixing  going  value  the  company  asks  that  considera- 
tion be  given  to  cost  of  obtaining  money,  testified  here  to  ihiave  been 
between  $3,500,000  and  $6,000,000,  and  maintains  finally  that  the 
Board  in  allowing  a  going  value  of  $12,000,000  gave  a  value  for  the 
system  and  wholly  excluded  many  of  the  items  specifically  given  in 
evidence  as  going  value  of  the  properties,  or,  if  it  did  not,  then  it 
included  portions  of  the  specified  items  and  wholly  excluded  any  value 
for  the  property  as  a  system. 

Instead  of  an  allowance  of  about  14  per  cent,  on  the  physical  cost 
the  company  claims  30  per  cent.,  the  figure  allowed  for  going  value 
by  the  Board  in  Public  Service  Company  v.  Board,  84  N.  J.  L.  463, 
467. 

In  addition  to  its  attack  upon  the  items  named  in  tHie  Board's  table 
of  calculations,  the  company  charges  that  the  Board  wholly  omitted 
the  value  of  the  company's  contract  with  the  Public  Service  Electric 
Company,  the  source  of  the  railway  company's  electric  energy,  esti- 
mated by  Fordi,  Bacon  &  Davis  io  be  worth  a  figure  between  a  mini- 
mum of  $11,194,000  based  on  pre-war  prices,  and  a  maximum  of 
$19,149,000,  based  on  present-day  prices. 

The  company  also  contends  that  the  Board  ignored  the  fact  tiliat  the 
railway  company,  because  of  insufficient  fares  in  the  past,  has  been 
unable  to  pay  the  electric  company  for  electricity  in  the  sum  of 
$2,500,000;  that  the  Board  rejected  as  an  element  of  value  moneys 
expended  in  procuring  capital  for  the  work  of  construction ;  that  the 
rate  established  d.oes  not  make  the  procuring  of  new  capital  possible ; 
that  it  does  not  provide  for  reimbursement  for  past  deficiency  in 
operation;  that  it  does  not  permit  recoupment  of  unearned  profits 
during  tilie  pa^t  three  years;  that  the  increase  of  1  cent  per  transfer 
has  demonstrated  the  error  of  the  Board''s  calculation  that  it  would 
produce  $750,000  annually,  in  that  the  test  from  August  4th  to 
vSepteml}er  6th  shows  that  it  produced!  an  increase  (over  the  corres- 
ponding period  of  last  year)  of  $1,227.64  per  day,  and  that  at  that 
rate  it  will  produce  only  $448,088  per  annum ;  that  the  amount 
allowed  for  accident  liability  is  insufficient;  and  that  the  amount 
allowed  for  taxes  is  underestimated.     For  tfliese  niany  reasons  the 
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company  charges  confiscation  of  its  properties.  Some  of  these  reasons 
we  regard  as  sound,  others  merely  persuasive,  and  still  others  without 
merit.    The  Board  and  the  municipalities  combat  all  of  them. 

On  this  showing  the  question  is,  shall  a  prelimiinary  injunction 
issue?  In  reaching  a  decision  on  this  question  we  have  been  guided 
by  several  principles.  The  first  is,  that  except  in  very  clear  cases 
courts  elhould  not,  and  will  not,  interfere  with  rate  regulation  under 
state  statutes.  Wilcox  r.  Consolidated  Gas  Co.,  212  U.  S.  19.  The 
next  is,  that  in  a  question  of  rate  making  there  is  a  strong  presump- 
tion in  favor  of  the  conclusions  reached  by  an  administrative  body 
after  a  full  hearing.  Darnell  v.  Edwards,  244  IT.  S.  564.  Indeed,  one 
court  has  gone  so  far  as  to  say  that  on  an  application  for  a  temporary 
injunction  against  the  enforcement  of  a  rate  made  by  a  statutory 
body  "every  presumption  is  in  favor  of  the  validity  of  the  rate." 
King's  County  Lighting  Co.  v,  Barrett  (P.  U.  Rep.  N.  Y.  1921,  A 
729). 

Without  stopping  to  discuss  its  precise  weight,  it  is  sufficient  to  say 
that  we  have  recognized  such  a  presumption  and  have  applied  to  it  the 
test  given  in  Wilcox  v.  Consolidated  Gas  Co.,  212  U.  S.  19,  which  is: 
That  to  overcome  the  presumption  of  the  validity  of  the  established 
rate,  the  plaintiff  company,  praying  for  a  temporary  injunction,  must 
show  '^beyond  any  just  or  fair  doubt"  that  the  action  of  the  Board 
was  "in  fact  confiscatory."  With  this  test  constantly  in  mind,  we  have 
studied  and  weighed  the  evidence.  Realizing  very  clearly  that  we  are 
called  upon  to  exercise  a  delicate  and  dangerous  power,  we  have  ap- 
proached the  consideration  of  every  point  with  a  keen  sense  of  our 
responsibility.  In  our  endeavor  to  administer  exact  justice  we  have 
laid  aside  all  matters  urged  against  the  Board's  valuation  that  are  open 
to  debate,  however  persuasive  they  may  appear,  and  in  arriving  at  our 
conclusion  we  have  been  influenced  only  hy  those  matters  which,  as 
we  view  them,  have  been  established!  by  the  company  *1>eyond  any 
just  or  fair  doubt."  In  estimating  these  several  items  we  have  used 
the  lowest  figures  in  the  circumstances.  It  is  not  necessary  at  this 
stage  of  the  case  to  discuss  the  particular  matters  which  have  con- 
trolled our  judgment.  It  is  sufficient  to  say  t/liat  we  have  been  con- 
strained to  find,  first,  that  the  Board  either  underestimated  or  wholly 
excluded   from    its  valuation    certain    of   the  company's   properties; 
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second,  that  the  rates  named  by  the  Board  provide  no  return  for  the 
service  of  the  properties  excluded ;  and  third,  that  the  rates  fixed  are 
to  that  extent  confiscatory. 

On  this  finding  it  follows  that  a  temporary  injunction  must  issue. 
The  next  question  is,  what  shall  be  its  character?  The  company 
asks  that  the  injunction  shall  do  two  things:  First,  restrain  the 
Board  from  interfering  with  it  putting  into  effect  the  10-cent  rate 
previously  filed;  and  second,  from  enforcing  against  it  the  Board's 
order  fixing  a  rate  of  fare  at  7  cents  plus  2  cents  for  an  initial 
transfer. 

As  the  court  is  not  presently  concerned  with  the  lawfulness  of  the 
10-cent  rate,  no  temporary  injunction  affecting  that  rate  will  be 
awarded.  As  the  court  has  found  against  the  lawfulness  of  the  rate 
7  cents  plus  2  cents,  it  is  clear  that  the  injunction  must  restrain  the 
enforcement  of  that  rate.  But  if  the  court  were  to  do  nothing  more, 
the  effect  of  such  an  injunction  would  be  to  annul  the  rate  of  7  cents 
plus  2  cents,  thus  re-establishing  the  previous  rate  of  7  cents  plus  1 
cent,  or  leaving  established  no  rate  at  all.  This  would  be  doing 
injury  rather  than  equity  to  the  complaining  party.  Anticipating 
that  the  court  might  name  a  new  rate  as  a  condition  of  an  injunction 
against  the  old  one,  counsel  for  the  Board  have  quite  pertinently 
called  the  court's  attention  to  the  fact  that  it  is  not  a  rate-making 
body  and  have  made  the  point  that  if  the  court  name  a  rate  as  a 
condition  for  granting  an  injunction,  it  would,  in  effect,  fix  a  new  rate 
and  would  thereby  exceed  its  function.  That  it  would  exceed  its 
function  as  a  rate-making  body  is  very  true,  because,  not  being  such 
a  body  it  has  no  such  function.  But  that  in  so  doing  it  would  exceed 
its  power  as  a  court  of  equity  is  not  true.  Injunction  is  one  of  the 
equitable  remedies  over  which  the  court  has  jurisdiction.  The  rem- 
edy of  injunction  may  be  granted  in  the  terms  of  the  prayer  or  it 
may  be  granted  only  upon  condition  that  the  party  seeking  equity 
shall  do  equity,  as  in  this  instance,  that  the  company  shall  consent 
to  charge  a  fare  no  greater  than  what  tlie  court  deems  necessary  to 
avoid  confiscation.  If  the  naming  of  a  condition  is  in  effect  the  fix- 
ing of  a  rate,  the  sanction  for  the  court's  act  is  in  the  injunction 
and  in  the  circumstances  that  make  injunction  imperative.  This 
rule  is  ancient  and  of  wide  application.  Walden  v.  Bodley,  14  Pet. 
156,  164;    State  R.  R.  Tax  Cases,  92  F.  g.  575^  23  L.  Ed.  663; 
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ningB  v.  National  Bank,  101  U.  S.  153,  25  L.  Ed.  903 ;   People 

3nal  Bank  v,  Marye,  191  U.  S.  272,  282-288,  48  L.  Ed.  180; 

irillo  v.  Southwestern  T.  &  T.  Co.,  253  Fed.  638;    Toledo  v. 

edo  P.  &  L.  Co.,  259  Fed.  450,  458;    ConsoUdated  Gaa  Co.  r. 

ATton,  267  Fed.  231,  273,  274. 

To  this  end  the  court  will  award  an  injunction  against  the  Board 
Public  Utility  Commissioners  restraining  it  temporarily  from 
fitting  into  effect  its  orders  of  July  14th,  1921,  upon  the  condition, 
however,  that  until  otherwise  directed  by  the  court  the  Public  Ser- 
"^  'ice  Railway  Company  shall  charge  and  collect  over  its  various  routes 
^  1  school  fare  not  exceeding  the  prevailing  rate,  a  base  fare  not 
exceeding  8  cents,  shall  issue  and  accept  as  base  fares  four  tickets  or 
tokens  for  not  more  than  30  cents,  and  shall  charge  not  more  than 
1  cent  for  an  initial  transfer,  and  shall  give  to  every  rider  paying  a 
base  fare  of  8  cents  a  receipt  for  1  cent,  and  to  every  rider  pur- 
chasing four  tickets  or  tokens  for  30  cents  a  receipt  for  2  cents, 
transferable  by  hand,  and  redeemable  by  the  company  on  presenta- 
tion if  the  rate  named  in  this  condition  for  injunction  is  not  sus- 
tained by  the  court  on  final  hearing. 
Let  a  decree  be  prepared. 

Davis,  Circuit  Judge  (dissenting).    This  Court  has  found  that: 

1.  The  Board  either  underestimated  or  wholly  excluded  from  its 
valuation  certain  of  the  company's  properties; 

2.  The  rates  named  by  the  Board  provide  no  return  for  the  service 
of  the  properties  excluded ; 

3.  The  rates  fixed  are  to  that  extent  confiscatory. 

The  history  of  this  case  is  well  told  and  the  questions  involved 
admirably  stated  in  the  clear  opinion  of  Judge  Woolley.  About  these 
there  is  no  contention.  The  company  complains  of  the  action  of  the 
Board  in  appraising  the  physical  cost  of  the  properties  at  $70,000,000 
(though  for  the  purpose  of  this  application  it  accepts  this  valuation) ; 
in  deducting  $13,500,000  for  depreciation;  in  adding  only  $12,000,- 
000  for  appreciation;  in  allowing  only  $12,000,000  for  going  value; 
in  not  giving  specific  instead  of  potential  value  to  the  power  con- 
tract; in  not  allowing  fares  sufficient  to  enable  the  company  to  pay 
its  debt  of  $2,500,000  to  the  Electric  Company ;  in  rejecting  as  part 
of  the  cost  of  reproducing  the  properties  the  amount  expended  in 
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procuring  capital  required  for  the  work  of  construction;  in  not 
allowing  a  rate  sufficient  to  enable  the  Company  to  procure  new  cap- 
ital, to  reimburse  deficiencies  for  past  operation,  to  recoup  past  un- 
earned profits;  in  estimating  the  amount  1  cent  per  transfer  would 
produce  and  in  not  allowing  a  larger  amount  of  accident  liability  and 
taxes  for  the  ensuing  year.  The  court  found  that  the  Board  under- 
estimated or  wholly  rejected  some  of  these  properties  for  the  reason 
that  if  all  the  properties  which  the  company  claims  were  not  taken 
into  account  in  making  up  the  physical  cost,  be  given  the  lowest  value 
that  the  experts.  Dean  Cooley  and  Ford,  Bacon  &  Davis,  placed  upon 
them  they  aggregate  a  larger  amount  than  was  allowed  for  apprecia- 
tion and  going  value  combined  in  which,  alone  they  could  be  in- 
cluded, if  considered  at  all. 

It  would  not  be  profitable  to  discuss  every  contention,  either  of 
the  company  or  of  the  intervening  municipalities,  concerning  the 
various  properties  alleged  to  have  been  underestimated  or  wholly  ex- 
cluded. The  important  contentions  relating  to  appreciation  and  go- 
ing value  which  materially  aflfect  the  final  valuation  will  illustrate  the 
character  of  all  contentions  on  both  sides  of  this  que^ion  and  the 
treatment  of  them  by  the  Board. 

The  Board  found  that  the  physical  cost  of  the  properties  in  1915 
was  $70,000,000,  less  depreciation  of  $13,500,000,  leaving  the  actual 
cost  value  at  that  time  $56,500,000.  The  company  admits  for  the 
purpose  of  this  application  that  $70,000,000  is  the  value  of  its  prop- 
erties but  strongly  urges  that  no  depreciation  whatever  should  be 
deducted  from  that  valuation.  The  intervening  municipalities  ac- 
cept the  valuation  of  $70,000,000  as  correct  but  contend  that  the  de- 
preciation was  far  greater  than  $13,500,000. 

During  the  war,  prices  advanced  generally  and  the  company  strenu- 
ously contends  that  the  value  of  its  properties  increased  at  least 
$43,000,000.  The  intervening  municipalities  urge  that  while  prices 
have  advanced  and  properties  appreciated,  yet  these  prices  are  fluctu- 
ating and  transitory  and  so  cannot  be  made  the  l)asis  of  valuation  for 
the  purpose  of  fixing  rates.  In  this  contention  they  were  supported 
by  the  affidavits  of  Milo  R.  Maltbie  and  Edward  W.  Bemis,  experts 
of  wide  reputation  and  large  experience  in  appraising  public  utility 
properties.  The  company  is  entitled  to  a  fair  return  upon  the  reason- 
able value  of  its  properties  at  the  time  they  are  being  used  for  the 
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public  convenience.  Smyth  v,  Ames,  169  TJ.  S.  466;  San  Diego  Land 
and  Town  Co.  v.  National  City,  174  U.  S.  736;  Stanislaus  County 
and  San  Joaquin  and  Kings  River,  Canal  and  Irrigation  Co.,  192  U. 
S.  201 ;  Lincoln  Gas  Co.  v,  Lincoln,  223  U.  S.  349.  But  the  Supreme 
Court  recognized  as  an  exception  to  this  rule  that  it  would  be  unfair 
to  the  public  to  base  a  return  on  enormously  increased  values.  Wilson 
V,  Consolidated  Gas  Co.,  212  IT.  S.  19,  52.  That  court  has  not  yet 
been  called  upon  to  determine  how  great  an  increase  must  be  before 
it  would  be  unjust  to  the  public  to  base  a  rate  upon  it,  but  this  has 
been  done  by  other  courts  and  public  utility  commissions. 

Hon.  Charles  E.  Hughes,  former  justice  of  the  Supreme  Court  of 
the  United  States  and  the  present  Secretary  of  State  and  the  writer 
of  the  opinion  in  the  Minnesota  Rate  Case,  230  TJ.  S.  352,  was  Master 
in  1918  in  the  case  of  Brooklyn  Borough  Gas  Co.  v.  Public  Service 
Commission  of  the  State  of  New  York,  17  N.  Y.  Off.  R.  81,  89, 
P.  U.  R.  1918F,  335,  347,  348,  and  in  that  case  on  an  application  to 
increase  rates  he  said :  "To  base  rates  upon  a  plant  valuation  simply 
representing  a  hypothetical  cost  of  reproduction  at  a  time  of  abnor- 
mally high  prices,  due  to  exceptional  conditions,  would  be  manifestly 
unfair  to  the  public  *  *  *.  It  would  be  diflScult  to  find  any  basis 
more  just  than  the  appraisal  carefully  made  by  public  authority  and 
based  upon  reproduction  cost  before  the  outbreak  of  the  European 
war,  with  proper  consideration  of  the  actual  investments  since  that 
time.''  The  Supreme  Court  of  the  District  of  Columbia  in  an  opinion 
rendered  on  March  2d,  1920,  when  prices  were  advancing  and  six 
months  before  they  reached  their  peak,  quoted  approvingly  the  opinion 
of  Mr.  Justice  Hughes  in  the  Brooklyn  Borough  Gas  Company  case, 
supra,  and  in  speaking  of  valuation  of  the  capital  invested  and  used 
for  public  convenience  as  the  basis  of  fair  and  just  rates  said:  "It 
(valuation)  would  lose  all  value  if  made  as  of  an  abnormal  period 
when  prices  were  abnormally  low  or  high.  To  be  of  any  assistance 
or  real  use,  it  must  be  made  as  of  a  normal  time  and  the  unit  cost  as 
applied  thereto  should  extend  over  a  sufficient  number  of  years  to 
show  a  normal  trend  of  prices  ♦  ♦  ♦.  The  large  utilities  whose 
service  and  rates  are  supervised  by  this  commission  have  not  consid- 
ered it  a  wise  policy  to  even  suggest  that  considerable  accretions 
be  taken  into  account  in  arriving  at  proper  rate  schedules  *  *  *. 
It  is  quite  possible  that  by  the  time  the  first  case  is  presented  which 
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embodies  in  full  the  controverted  question,  the  need  for  the  decision 
will,  in  large  part,  at  least,  be  gone.^*  It  is  evident  that  the  valua- 
tion of  property  used  for  public  convenience  must  be  valued  when 
conditions  are  normal  and  prices  permanent.  This  is  the  only  course 
fair  both  to  public  utilities  and  to  the  public.  In  abnormal  times 
when  prices  advance,  public  utilities  suffer.  In  periods  of  depression 
when  prices  become  abnormally  low,  utility  companies  have  the  ad- 
vantage. In  the  present  year  the  'Public  Utility  Commission  of 
Illinois,  in  the  case  of  In  re  Public  Service  Co.  of  Northern  Illinois, 
1921  B.  Pub.  Ut.  Rep.  439,  said :  "It  would  be  equally  as  unfair  to 
the  consumer  to  fix  the  rate  at  a  figure  which  would  produce  a  reason- 
able income  on  a  value  determined  by  the  cost  of  reproduction  new 
at  a  time  when  the  cost  of  construction  was  abnormally  inflated,  as 
it  would  be  unfair  to  the  public  utility  to  compel  it  to  serve  the  pub- 
lic for  a  rate  that  would  produce  a  reasonable  income  on  a  value 
determined  by  the  cost  of  reproduction  new  at  a  time  when  the  cost 
of  construction  was  abnormally  low.**  Within  a  month,  the  Public 
Service  Commission  of  the  State  of  New  York  refused  to  allow  the 
New  York  State  Railways  to  increase  its  fare  beyond  six  cents  on 
the  ground  that  "it  would  be  grossly  unfair  to  the  public  to  use  the 
extraordinary  dislocation  in  prices  due  to  a  world  war  as  the  ground- 
work for  the  fixation  of  a  proper  rate  base." 

If  Mr.  Justice  Hughes  was  right  in  1918  when  prices  were  increasing 
by  leaps  and  bounds  in  saying:  "It  womld  be  diflScult  to  find  any 
basis  more  just  tlhan  the  appraisal  carefully  made  by  public  authority 
and  based  upon  reproduction  cost  before  the  outbreak  of  the  European 
war,'*  a  fortiori,  dX  this  time,  when  prices  have  been  falling  for  more 
than  a  year  it  is  unjust  to  use  the  appreciated  value  of  the  company's 
properties  of  a  year,  six  months  or  even  three  months  ago,  as  the  basis 
upon  which  to  fix  a  fair  and  just  rate  of  return.  The  evidence  shows, 
in  my  judgment,  that  prices  are  not  yet  permanent  but  transitory. 
Wiiihin  a  week  the  following  quotations  on  common  material  appeared : 

Today  A  Year  Ago 

Wheat  $1.17  $2.07i^ 

Corn .49  .90% 

Gate .35%  .56% 

Rye    .06  1.62% 

Steel,  Billets,  open  hearth 29.00  55.00 

Sugar    5.89  11.76 
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It  was  alleged  at  the  hearing  and  not  denied  that  copper  is  even 
lower  than  it  was  before  the  war.  XJnskiHed  labor  is  gradually 
approaching  pre-war  prices.  Skilled  labor,  however,  is  trying  to 
maintain  war  prices  and  as  a  result  building  operations  are  compara- 
tively at  a  standstill.  While  a  general  average  reduction  on  all  com- 
modities may  not  be  based  on  these  prices  yet  it  is  common  knowledge 
that  they  are  approximately  correct  and  indicate  that  prices  generally 
axe  in  a  procession  downward,  and  are  not  119  per  cent,  above  pre* 
war  prices  as  they  were  alleged  to  be  in  September,  1920.  It  is  unfair 
to  base  a  return  upon  transitory  prices  either  high  or  low,  for  the 
basis  of  tihe  proposed  rate  may  disappear  before  it  is  put  into  effect. 
Consequently  the  Board  might  have  authoritatively  said  that  it  would 
be  unfair  to  the  public  to  base  rates  upon  appreciated  valuation  due 
to  abnormal  war  prices  but  it  did  not  and  in  its  effort  to  be  fair,  allowed 
$12,000,000  appreciation  to  go  into  the  final  valuation  for  the  purpose 
of  fixing  a  rate  of  return. 

The  next  large  item  over  which  there  is  a  sharp  contention  between 
the  company  and  the  intervening  municipalities  is  the  amount  allowed 
by  the  Board  for  "going  value.'*  The  Board  said  "It  is  settled  law  in 
this  state  and  in  the  United  States  that  the  question  of  making  an 
allowance  for  going  value  is  no  longer  open  to  discussion.  That  a 
going  concern  has  a  value  over  and  above  the  value  of  the  physical 
properties  employed  is  self-evident."  The  company  contends  that 
going  value  included  the  cost  of  developing  the  business  to  its  present 
eflBciency,  not  returned  in  earnings;  losses  incident  to  running  un- 
profitable lines  in  rural  districts;  cost  of  consolidating  many  separate 
lines  into  a  unitary  system  under  one  management;  the  value  of 
obsolescent  or  superseded  properties.  The  company  declares  that 
"Here  is  a  discrepancy  evolved  out  of  tlie  minds  of  the  mjembers  of 
the  Board  of  $31,000,000  on  this  item  alone.'*  The  municipalities,  on 
the  other  hand,  contend  that  while  $70,000,000  represented  the  pure, 
physical  cost  of  the  properties  new,  this  was  a  cost  of  the  properties 
as  a  going  concern  as  a  unitary  system  and  not  as  bare,  disconnected 
junk  value,  and  that  all  constituent  elements  which  the  company  seeks 
to  have  embraced  under  going  value  and  which  can  properly  be  so 
embraced,  were  included  in  the  physical  cost.  They  contend,  there- 
fore, that  no  allowance  should  have  been  made  for  going  value  and 
cite  the  ease  of  Des  Moines  Gas  Co.  v.  Des  Moines,  238  TJ.  S.  153,  in 
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which  going  value  was  disallowed  by  the  Supreme  Court  as  supporting 
their  contention.  There  is  confusion  and  uncertainty  as  to  whether 
some  of  the  elements  properly  embraced  in  going  value  were  not  in- 
cluded in  the  p'hysical  cost  of  the  properties  by  the  Board.  The  case  is 
80  involved  in  a  mass  of  contradictory  affidavits  and  evidence  that  it 
is  impossible  to  determine,  without  serious  doubts,  in  this  preliminary 
application  just  what  was  included  by  the  Board  in  physical  cost  and 
going  concern  value.  Again  the  Board  sailed  between  Scylla  and 
Charybdis  and  allowed  $12,000,000  for  going  value.  The  Board  did 
not  give  specific  value  to  the  power  contract  but  did  consider  its  poten- 
tial value,  counsel  says,  in  fixing  going  value,  just  as  it  considered 
every  property  in  fixing  physical  cost,  appreciation  or  going  value.  In 
making  these  valuations  the  Board  did  not  accept  fully  the  opinions 
of  opposing  experts  but  doubtless  considered  what  all  said  and  used 
its  own  judgment. 

If,  however,  some  of  the  properties  have  been  underestimated  or 
even  excluded,  when  the  Board's  action  as  a  whole  is  considered,  does 
its  order  at  tins  time  amount  to  confiscation  within  the  meaning  of 
the  Fourteenth  Amendment  of  the  Federal  Constitution  ?  This  court 
does  not  mean  to  increase  the  return  of  slightly  over  7  per  cent  on 
the  properties  valued.  It  does  not  declare  that  a  return  of  7  per  cent, 
is  confiscatory.  It  has  sought  to  provide  a  return  on  the  properties  it 
has  found  to  be  used  in  serving  the  public  and  underestimated  or 
wholly  excluded  by  the  Board  in  its  valuation.  The  Court's  order  will 
permit  the  company  to  charge  8  cents  for  a  single  fare  and  30  cents 
for  4  tickets  or  tokens  and  1  cent  for  a  transfer.  This  is  an  increase 
of  1  cent  on  a  single  fare  and  V^  cent  on  a  transfer.  Assuming  that 
riders  will  generally  buy  tickets,  %  cent  on  each  of  361,130,000  esti- 
mated fares  for  the  ensuing  year,  exclusive  of  school  fares  which  are 
to  remain  the  same  as  before,  amounts  to  $1,805,650.  If  tihis  amount 
is  reduced  by  $715,000,  the  amount  the  Board  estimated  1  cent  on  a 
transfer  would  return,  the  yearly  increase  in  consequence  of  the 
Court's  order  will  be  $1,090,650.  The  increase  as  a  matter  of  fact 
would  be  greater  because  some  persons  riding  only  one  time  would 
pay  a  single,  flat  fare  of  8  cents.  If,  to  account  for  these  single  fare 
riders,  enough  is  added  to  make  the  aggregate  increase,  $1,400,000, 
this  amount  is  7  per  cent,  on  $20,000,000  which  must  represent  the 
extent  of  the  value  of  the  underestimated  or  wholly  excluded  properties. 
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This  sum  added  to  the  valuation  of  $82,000,000  makes  a  valuation  of 
the  properties,  according  to  the  court,  as  I  gather  the  basis  of  its 
conclusion,  of  $102,000,000.  After  paying  all  operating  expenses  and 
taxes,  the  rate  allowed  by  the  Board  will  give  a  return  to  the  company 
of  $5,842,500,  which  is  .05727  or  nearly  5%  per  cent,  on  the  increased 
valuation.  After  paying  all  operating  expenses,  not  including  taxes, 
the  return  would  be  nearly  7%  per  cent,  on  the  new  valuation,  without 
increasing  the  rate  of  fare  above  that  allowed  by  the  Board.  The 
Interstate  Commerce  Commission,  composed  of  men  of  ability  and 
experience,  and  having  at  their  command  an  advisory  board  of  noted 
experts,  allows  the  railroads  a  return  of  only  5^  per  cent.  If  the 
court  in  this  case  is  right,  the  Interstate  Commerce  Commission  has 
confiscated  the  property  of  every  railroad  in  the  country — a  most 
unlikely  assumption.  Assuming  that  the  Board  did  underestimate  or 
wholly  exclude  the  properties  to  the  extent  of  $20,000,000,  in  view  of 
the  rate  of  return  that  the  Board's  order  permits,  I  should  hesitate  to 
say  on  a  preliminarj-  application,  without  the  benefit  of  a  full  hearing, 
with  many  questions  in  doubt,  that  it  was  confiscatory. 

It  is  apparent  that  the  company  has  sought  to  magnify  the  valuation 
of  the  various  constituent  elements  of  its  properties  and  the  munici- 
palities, on  the  other  hand,  have  sought  to  minimize  them.  As  I  have 
studied  this  record  and  weighed  the  opposing  arguments,  I  have  been 
profoimdly  impressed  with  two  facts:  First,  the  difficulty  of  the  task 
which  the  Board  has  performed  under  unusual  conditions  and  trying 
circumstances;  and,  second,  its  earnest  effort  to  make  a  valuation  of 
the  properties  and  promulgate  a  rate  of  return  which  would  at  the 
same  time  be  fair  and  just  to  the  company  and  to  the  public.  The 
determination  of  this  question  has  called  for  the  exercise  of  the  Board's 
best  business  judgment,  and  I  am  persuaded  that  with  a  strong  desire 
to  be  fair  it  has  conscientiously  done  its  best.  Its  otder  is  presump- 
tively rigJbt  and  should  not  be  disturbed  unless  it  clearly  appears  to  be 
wrong.  Knoxville  v.  Knoxville  Water  Co.,  212  IT.  S.  1;  Phoenix 
Railway  Co.  v.  Geary  et  al.,  239  U.  S.  277;  Darnell  v,  Edwards,  244 
U.  S.  564.  As  was  said  in  the  case  of  Des  Moines  Gas  Co.  r.  Dea 
Moines,  supra:  "While  this  case  is  close  to  the  border  line,  I  cannot 
say  on  the  whole  case  that  the  evidence,  beyond  any  just  and  fair  doubt, 
satisfied  me  that  the  rates  (provided  in  the  Board's  order)  will  prove 
confiscatory,"  and  I  therefore,  with  regret,  am  constrained  to  dissent 
from  the  conclusion  of  my  colleagues. 
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No.  910. 

In  the  Matter  of  the  Application  of  the  Public  Service  Rail- 
way Company  for  a  Further  Increase  in  Rates. 

1.  An  order  denying  an  increase  in  rates  was  appealed  to  the  Supreme 
Court  which  reversed  the  action  of  the  Board,  declaring  that  the  evidence 
justified  an  increase  in  rates  without  reg>ard  to  the  pending  valuation  proceedr 
ing,  which  under  the  instructions  of  the  Legislature  was  required  to  be  deter- 
mined within  a  limited  time. 

2.  The  Board  finds  and  determines  upon  the  evidence  that  the  allowance  of 
two  cents  for  a  transfer  instead  of  one  cent  as  now  charged  will  be,  in  con- 
nection with  the  company's  existing  charges,  a  just  and  reasonable  rate  and  a 
compliance  with  the  order  of  the  Supreme  Court. 

On  March  5th,  1918,  the  Public  Service  Railway  Company  filed  a 
petition  with  this  Board  proposing  to  increase  rates.  Subsequent 
thereto  the  Board  filed  numerous  orders  relating  to  various  aspects  of 
the  matter  then  under  consideration  but  retaining  jurisdiction  under 
and  by  virtue  of  the  original  proceedings. 

Upon  the  passage  of  the  so-called  Allen  Act  (approved  May  5th, 
1920)  the  Board  suspended  the  proceedings  pending  the  coming  in 
of  the  valuation  provided  for  in  that  Act.  Since  the  filing  of  the 
valuation  the  Board  has  been  engaged  in  hearing  evidence  in  that 
case. 

On  December  7tli,  1920,  the  Public  Service  Railway  Company  filed 
a  schedule  of  rates  providing  for  a  ten-cent  fare  where  seven  cents 
was  then  charged.  This  proceeding  was  based  upon  the  seventeenth 
section  of  the  Public  Utility  Act  as  interpreted  by  the  Court  in  the 
case  of  O'Brien  v.  Board  of  Public  Utility  Commissioners. 

The  Board  began  the  taking  of  testimony  in  this  so-called  ten-cent 
or  emergency  case  on  April  6th,  1921,  within  two  weeks  of  the  ap- 
pointment of  the  present  Board.  The  company  concluded  its  prima 
facie  case  without  the  introduction  of  evidence  of  a  valuation,  flatly 
stating  that  it  rested  upon  the  determination  in  the  O'Brien  case. 

Coincidenfl  with  the  conclusion  of  the  introduction  of  testimony 
by  the  company  in  the  ten-cent  rate  case  the  valuation  authorized  to 
be  made  by  the  firm  of  Ford,  Bacon  &  Davis  by  the  Allen  Act  was 
filed  with  the  Appraisal  Commission  created  by  the  Allen  Act  and  by 
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that  commission  filed  with  this  Board  and  it  thereupon  became,  by 
operation  of  law,  evidential  in  any  rate  proceeding  then  pending  be- 
fore this  Board  to  the  extent  that  the  value  of  the  utilities'  property 
was  a  factor  in  the  fixing  of  a  rate. 

The  Board  was  therefore  confronted  with  two  paiding  proceedings. 

The  company  was  within  its  legal  rights  in  resting  the  ten-cent 
rate  case  without  a  valuation  and  if  an  emergency  existed  which 
justified  it,  the  Board  would  have  been  warranted  in  reaching  a  con- 
clusion in  that  case  without  a  valuation,  provided  it  determined  that 
a  valuation  was  not  a  factor  in  that  proceeding. 

The  Board  did  not  feel  that  any  such  emergency  existed  in  view 
of  all  the  evidence  and  therefore  dismissed  the  petition. 

The  order  denying  the  petitioner's  application  under  the  O'Brien 
case  for  an  increase  in  rates  was  appealed  to  the  Supreme  Court  which 
reversed  the  action  of  this  Board  on  July  Ist,  1921,  declaring  that  the 
evidence  justified  an  increase  in  rates  without  regard  to  the  pending 
valuation  proceeding,  which,  under  the  instructions  of  the  Legislature 
as  expressed  in  the  Allen  Act,  was  required  to  be  determined  within  a 
limited  time. 

While  the  Board  has  appealed  from  the  decision  of  the  Supreme 
Court,  no  stay  of  its  order  directing  an  increase  could  be  obtained  be- 
cause of  the  impossibility  of  convening  the  Court  of  Errors  and 
Appeals  to  act  thereon. 

The  order  of  the  Supreme  Court  is  therefore  in  effect  and  must  be 
obeyed.  All  of  the  testimony  in  this  case  was  also  considered  in  the 
valuation  case  decided  contemporaneously  herewith. 

We  therefore  find  and  determine  upon  the  evidence  that  the  allow- 
ance of  two  cents  for  a  transfer  instead  of  one  cent  now  charged  will 
be,  in  connection  with  the  company's  existing  charges,  a  just  and 
reasonable  rate  and  a  compliance  with  the  order  of  the  Supreme  Court. 

We  have  borne  in  mind  this  order  of  the  Supreme  Court  in  en- 
deavoring to  arrive  at  a  just  and  reasonable  rate  in  deciding  the  valua- 
tion case  decided  simultaneously  herewith  and  have  also  considered 
in  that  case  all  the  evidence  adduced  in  this  case. 

Dated  July  14th,  1921. 
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ORDER. 

In  accordance  with  the  ruling  of  the  Supreme  Court,  the  Board 
ORDERS  fixed  as  just  and  reasonable  rates  for  the  Public  Service  Rail- 
way Company  to  charge,  a  fare  of  seven  cents  where  seven  cents  is 
now  charged  and  a  charge  of  two  cents  for  a  transfer  where  a  charge 
of  one  cent  is  made  therefor;  other  portions  of  the  existing  schedule 
to  remain  in  effect. 

The  said  company  is  to  continue  filing  monthly  reports  showing  the 
results  of  operation  and  also  the  wages  paid  and  other  statistics  as 
heretofore  furnished. 

This  order  shall  become  effective  August  4th,  1921. 

Dated  July  14th,  1921. 


No.  911. 

In  the  Matter  of  the  Application  of  the  Pleasantville  Gas 
Company  for  Further  Increase  in  Rates. 

1.  On  petition  of  the  predecessor  to  the  existing  company  for  approval  of  an 
increase  in  rates  the  value  of  its  property  was  fixed  at  $250,000  on  the  basis  of 
reproduction  cost  new,  less  depreciation. 

2.  The  property  was  sold  to  a  committee  representing  the  bondholders  at 
public  sale  for  $60,000.  The  par  value  of  the  bonds  was  $100,000.  A  claim  is 
made  of  additional  costs  and  loss  of  interest  making  the  co^t  to  the  bondholders 
$125,000.  This  sum,  by  stipulation,  is  taken  as  the  basis  for  rates  in  this  pro- 
ceeding. 

3.  An  allowance  of  three  per  cent,  on  $125,000  is  regarded  a9  an  adequate 
allowance  for  depreciation. 

4.  Making  allowances  for  decreased  costs  of  production,  deducting  amounts 
w>hich  appear  to  be  excessive  in  the  company's  estimate  of  operating  expenses 
and  depreciation  and  for  a-dditional  revenue  from  increased  rates  heretofore 
allowed  the  Board  finds  that  the  schedule  of  rates  petitioned  for  is  unjust  and 
unreasonable. 

Lewis  Starr,  for  the  Company. 
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Enoch  A.  Higbee,  Jr.,  for  Somerg  Point. 
H.  W.  Gill  for  Northfield. 
Albert  Abbott  for  Absecon. 
L.  D,  Champion,  for  Pleasantville. 

The  petition  alleges : 

That  the  corporation  is  a  reorganization  for  the  benefit  of  the  bond- 
holders of  the  Atlantic  City  Suburban  Gas  and  Fuel  Company,  the 
property  having  been  purchased  by  a  committee  representing  a  large 
majority  of  the  persons  holding  bonds;  against  the  property  of  said 
company ; 

That  the  rate  now  charged  for  gas  is  $2  per  thousand  cubic  feet, 
established  by  order  and  report  of  the  Board  dated  August  4th,  1920, 
together  with  a  service  charge  of  25  cents  per  meter  per  month ; 

That  in  order  to  produce  sufficient  revenue  to  pay  operating  expenses 
and  provide  adequate  return  upon  the  value  of  the  property  used  and 
useful  in  the  conduct  of  its  business,  an  increa^  in  the  rates  from 
$2  to  $2.75  per  thousand  cubic  feet  is  requisite  and  necessary;  that 
the  company  proposes  said  schedule  shall  become  effective  May  15th, 
1921; 

That  the  reasons  for  asking  such  increase  are  that  the  taxes  levied 
against  petitioner's  property  are  approximately  $5,000  per  annum, 
which  is  a  material  increase  over  the  assessments  payable  when  the 
present  rate  wa»  established;  that  there  is  an  increase  in  the  cost 
of  bituminous  and  anthracite  coal  since  the  rate  was  fixed ;  that  the 
property  has  been  operated  without  expensive  salaries  and  overhead; 
that  since  the  month  of  November,  1919,  during  which  period  peti- 
tioner has  operated  the  plant,  there  has  been  a  net  operating  loss  to 
December  Slst,  1920,  of  $13,533.31,  without  allowing  any  return 
upon  capital  invested. 

The  proposed  effective  date  of  the  schedule  of  rates  was  suspended 
to  the  15th  day  of  August,  1921. 

Due  notice  was  given  of  the  time  and  place  of  the  hearing  and  the 
municipalities  interested  were  duly  represented  by  counsel. 
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VALUE  OF  PROPERTY. 

Upon  petition  of  the  Atlantic  City  Suburban  Gas  and  Fuel  Com- 
pany, a  predecessor  of  the  present  company,  for  increases  in  rates, 
the  Board  fixed  a  value  of  $250,000  on  the  basis  of  reproduction 
cost  new  less  depreciation  accrued.  The  property  of  the  company, 
however,  was  sold  to  a  committee  representing  the  bondholders  at 
public  sale  for  $60,000  as  shown  by  testimony.  The  par  value  of 
the  bonds  was  $100,000  and  the  additional  costs  were  stated  by  the 
president  of  the  company,  in  the  testimony  of  July  6th,  1920,  page 
12,  as  follows: 

"We  lost  the  interest,  the  $100,000  principal  with  interest 
up  to  the  present  time  amounts  to  about  $110,000  and  over 
and  $14,000  brings  it  up  to  $125,000,  that  it  stands  us  in  at 
this  time.''    (That  is,  as  of  July  6th,  1920.) 
During  the  course  of  the  hearing  in  the  instant  case  it  was  stipu- 
lated that  $125,000  should  be  taken(  as  the  basis  for  rates  in  this 
proceeding. 

The  representatives  of  the  company  and  of  the  municipalities  both 
used  a  return  of  eight  per  cent,  in  calculating  the  cost  of  service. 


OPERATING  EXPENSES  AND  TAXES. 

During  the  course  of  the  hearing  the  company  did  not  submit  a 
detailed  estimate  of  the  operating  expenses  and  taxes  for  the  year 
beginning  August  Ist,  1921,  but  in  its  brief  the  company  does  append 
such  a  statement.  The  engineer  representing  the  municipalities  sub- 
mitted a  detailed  estimate  of  the  costs  of  rendering  service  on  the 
basis  of  sales  of  40,905,300  cubic  feet  of  gas  and  on  the  basis  of  the 
manufacture  of  55,958,000  cubic  feet  of  gas.  The  amount  manu- 
factured is  based  on  there  being  lost  or  unaccounted  for  26.5  per 
cent,  of  the  gas  made.  These  same  figures  for  sales  and  for  unac- 
counted for  gas  were  used  in  the  table  appended  to  the  brief  of  the 
company.  In  view  of  the  testimony  in  the  case  that  the  leakage  has 
been  brought  down  to  23  per  cent,  (which  is  still  high),  it  would 
appear  that  the  amount  of  gas  to  be  manufactured  should  be  cor- 
rected accordingly  and  the  cost  of  fuel  and  oil  in  both  estimates 
should  be  reduced  to  the  extent  of  4.55  per  cent,  to  correspond  with 
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the  present  operating  conditions  of  the  plant.  In  the  company's 
brief  are  included  not  only  the  current  costs  for  operating  the  plant 
during  the  year  beginning  August  let,  1921,  but  some  $27,500  of 
losses  alleged  to  have  been  incurred  in  the  operation  of  the  plant 
from  November  7th,  1919,  to  April  30th,  1921.  These  should  be 
eliminated  in  the  estimate  for  the  year  and  will  be  taken  up  later. 
The  estimate  of  the  engineer  of  the  municipalities  and  that  contained 
in  the  company's  brief  are  set  up  side  by  side  in  Table  I  following: 


TABLE  I. 

ESTIMATE  OF  COST   OF   MANUFACTUMNO  AND   SELLING  40,905,300  CIT.   FT.   WITH 

BETUBN  ON  INVESTMENT  TAKEN  AT  $10,000   (FOB  YEAB  BEGIN  NINO 

AUGUST   IST,   1921.) 

Company's 

Vosbury  Brief 

Production    Labor    $6,174  $6,174 

Boiler  Fuel    8,740  8,953 

Generator  Fuel  15,298  16,172 

Gas   Oil    14,885  14,885 

Other  Production    Expense 2,680  2,680 

I.  Total  Production  Expense $47,777  $48,864 

II.  Transmission  and  Distribution  3371  3371 

Commercial   Administration    4,200  4,200 

General  and  Miscellaneous  5,100  6,100 

Amortization  of  Depreciation   3,750  7,500 

Operating    Expenses    $64,198  $70,035 

Taxes    5,500  6.460 

UncoUectible   Bills    200  200 

Revenue   Deductions    $69,898  $76,695 

Return  on  Capital 10,000  10,000 

Total $79,808  $8^735 

Less   Merchandise    Sales    175 

Amount  to  be  furnished  by  gas  sales $79,723  $86,735 

Per  M.  cubic  feet   $1,949  $2.12 

Revenue    from    gale^    of    40,905,300    cu.    ft.    at 

average  rate  of  $2.15* $87,946  $87,946 

Gas  to  be  made  M.  cu.  ft 55,958  55,958 

On  basis  of  23%  leakage  fuel  costs  can  be  reduced  4.55%.  This  would 
reduce  Vosbury's  total  of  $38,923  by  $1,751  and  Reed's  total  of  $40,010  by 
$1,800. 

♦  Including   service   cho  rgcs. 
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With  respect  to  the  cost  of  bituminous  coal,  Mr.  Vosbury  used  the 
figure  of  approximately  $8.22  for  cost  of  coal  delivered  in  the  bin 
per  net  ton.  The  company  figures  the  cost  of  coal  in  the  bin  at 
$8.59.  Information  obtained  by  correspondence  with  the  company's 
president,  while  not  submitted  in  evidence,  reveals  the  fact  that  the 
current  price  of  coal  now  being  delivered  approximates  $7.10  per  net 
ton.  The  cost  of  anthracite  coal  in  both  estimates  appears  to  be 
somewhat  higher  than  current  costs,  the  company's  estimate  including 
state  tax  which  is  confessedly  not  yet  effective.  The  price  of  oil  is 
taken  at  8.32  cents  in  both  estimates.  The  present  price  of  gas  oil 
approximates  5.75  cents  instead  of  8.32  cents.  This  very  materially 
decreases  the  cost  of  gas  oil  from  that  calculated  in  both  estimates. 

General  and  Miscellaneous  Expense.  Mr.  Vosbury  adopts  the 
figure  of  $5,100  that  being  substantially  the  amount  for  general  and 
miscellaneous  expenses  exclusive  of  amortization  in  1920.  The  com- 
pany adds  $1,000  to  this  amount,  making  $6,100.  The  president  of 
the  company  testified  on  June  6th,  pages  4  and  5,  as  follows : 

"This  plant  is  conducted  without  any  general  office  expenses 
and  general  salaries  of  any  consequence  or  without  any  legal 
expense." 

The  Board  is  not  satisfied  that  this  is  an  accurate  statement  of 
fact  and  to  test  same  has  made  a  comparison  of  the  amounts  of  gen- 
eral and  miscellaneous  expense  excluding  and  including  amortization 
as  reported  by  three  companies  in  the  general  vicinity  of  the  peti- 
tioner's plant  and  the  result  of  this  both  with  respect  to  such  general 
expenses  and  with  respect  to  amortization  will  be  shown  in  Table  II 
following : 

TABLE  II. 

COMPARISON    OF  GENERAL  AND   MISCELLANEOUS    EXPENSES   OF   FOUR   COMPANIES 
(FROM  1020  ANNUAL  REPORTS  TO  THE  ROARD). 

City  Gas  Wildwood  Cape  May  PleasantviUe  Gas 
Light  Gas  IHum'g  1920  1921-2 
1920  1920  1920  Actual  EstM 
General  and  Miscellaneous 
Expense    excluding    gen- 
eral amortization   $3,497  $3,336  $3,449  .$5,049  $6,100 

Amortization   3,745  4,364  2,404          7,500  7,500 

Total    $7,242        $7,700        $5,853       $12,549      $13,600 

Valued  by  Board  at  date. .  $a32,979     $336,534    $162,258    $250,000 
July  '19   June  '17    Aug.  '18    June  '18 
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The  other  coiiipiHiies  with  whieli  comparison  it*  made  do  not  operate 
under  as  favorahle  conditions  for  efficient  operation  as  does  the  peti- 
tioner for  the  reason  that  the  ratio  of  the  maximum  month's  output 
to  the  minimum  montlfs  output  for  tlie  City  Gas  Li^^ht  Company  is 
I).2;  that  of  tlie  Wihlwood  (las  Company  is  7;  and  that  of  the  Cape 
^lay  Illuminating  Company  is  "^.9;  where  as  the  ratio  of  the  i)eti- 
tioner  is  l..'>4.  The  plant  of  the  latter  company,  then,  can  l)e  con- 
tinuously o})erated  at  much  nearer  tl^e  annual  average  through- 
out the  year  than  any  of  the  other  companies.  None  of  the 
three  comjianics  has  geneial  and  miscellaneous  expense  exceeding 
$3,500,  whereas  the  estimate  of  the  petitioner  indicates  a  charge  of 
$(),100  which  in  comparison  with  that  of  the  others  is  excessive  to 
the  extent  of  ahout  T5  j)er  cent.  The  Board  is  of  the  opinion  that 
this  shouhl  he  restricted  at  least  to  the  amount  actually  charged  in 
1!):^0  which  is  ])ractically  50  per  cent,  higher  than  the  average  of  the 
three  other  companies  cited.  With  resj)ect  to  the  charge  for  amorti- 
zation of  depreciation,  this  charge  is  intended  to  recoup  to  the 
owner  the  actual  cost  of  the  property  during  its  actual  life  in  service. 
As  the  testimony  of  the  president  of  the  company  is  that  the  cost  of 
this  pro|)erty,  including  all  expenses  and  losses  up  to  July  Oth,  1920, 
did  not  exceed  $125,000,  the  Board  considers  that  3  per  cent,  of  this 
is  an  adequate  allowance.  This,  furthermore,  is  apparent  from  the 
context  of  the  hrief  itself  in  w'hich  a  life  of  suhstantially  thirty-tb'-ee 
years  is  assigned  to  the  plant  and  property  indicating  an  annual 
charge  of  three  per  cent,  or  $3,750  a  year.  This  amount  was  used 
in  the  Board's  re])ort  of  August  4th,  1920,  though  not  separately  so 
stated.  The  Board  considers  that  $3,750  per  annum  will  serve  fully 
to  write  off  the  cost  of  the  property  of  the  petitioner  during  the 
lliirty-three  years  indicated  in  the  hrief. 

On  tilie  petitioner's  own  showing  the  total  cost  of  service  for  the 
year  heginning  August  1st  will  he  $80,735,  changing  none  of  its 
figures.  The  revenue  from  40,905.3  M.  cuhic  feet  at  an  average  of 
$2.15  per  thousand  will  approximate  $88,000;  this  shows  an  excess 
of  from  $1,200  to  $1,300  over  the  amount  of  $86,735  expenses  esti- 
mated hy  the  company.  The  company's  estimate,  however,  should  l)e 
modified  as  follows:  There  should  he  deducted  tlie  excess  charge  for 
depreciation,  $3,750;  4.55  per  cent,  of  fuel  and  oil  cost  due  to  assum- 
ing 26.9  per  cent,  of  gas  lost  or  unaccounted  for,  or  $1,800:  excels 
16 
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revenue  approximating  $1,211;  general  and  miscellaneous  expeuj^e 
overcharge  $1,000;  a  total  excess  of  $7,761.  This  is  without  consider- 
ing otlier  reductions  which  would  result  if  the  unit  costs  of  coal  and 
oil  now  being  paid  hy  the  company  were  applied  to  tlie  quantities  used 
in  the  comi>any's  estimate.  The  latter  would  effect  a  very  consider- 
able saving  in  excc^ss  of  the  $7,701. 


LOSSFS   SUSTAIXKl)    IX   OPKRATIOX   SIXC'K    XOVKMBKR    7TII,    1919. 

Tlie  company  claims  in  its  brief  that  these  losses  lo  April  30th, 
19'il,  approximate  $"^7,'")00.  The  Board  will  modify  this  estimate  of 
losses  as  follows : 

In  Exhibit  P-IS  of  the  11)20  case  the  ni*t  operating  loss  from  Novem- 
ber 7th,  1919,  to  May  81»t,  1920,  wa.s  stated  to  approximate $3,080 

Loa«i  for  November  and  December,  1019,  will  be   (by  proportion)...  978 

The  company's  annnal  report  for  1920  shows  an  operating: 

loss  of   $9,010 

From   this   should   be   deducted   excess   charge   of  deprecia- 
tion             3,750 

Ijeaviniir  the  adjiisted  operating  loss  for  1920 0,l(i0 

To  this  should  be  added  the  adjustments  in  inventory  of 2,270 

For  th?  year   1021,  the  first  quarter   is   indicated   to  have 

«»ntailed  a  loss  of  approximating $2.57?) 

And  for  April  a  further  loas  of Ill 

A  total  for  the  four  moutlis  of $2,000 

Deducting  dej>reciation  of 1.250 

lyeaves  loss  of   1.440 


Th's  m«ke«s  a  total  net  operating  loss  from  November  7th.  1919.  to 

April  30th,   1921,  aggregating   $10.S.54 

As  the  $125,000  hase  includes  all  losses  and  interest  up  to  July  0th, 
1920  (see  testimony  of  July  6th,  1920),  this  leaves  the  loss  of  return 
on  $125,000  from  July,  1920,  to  July.  1921.  at  8  per  cent,  in  the 
amount  of  $10,000,  less  sudi  operating  income  as  May  and  June  may 
produce  under  a  revision  of  the  allowance  for  depre(iati(m.  The  a<ru:re- 
gate  of  these  items  suhject  to  such  revision  for  Mav  and  June  opera  - 
ing  income  is  $20,854.    The  $7,701  indicated  excels  on  the  company's 
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modified  estimate  would  recoup  this  loss  within  a  period  of  less  than 
three  years.  If  the  current  prices  for  coal  and  oil  continue,  the  annual 
operating  income  applicable  to  recoup  the  losses  would  l)e  very  largely 
increased.  This  indicates,  in  the  opinion  of  the  Board,  that  the  present 
rate  is  fully  adeciuate  not  only  to  provide  for  current  costs  hut  to 
amortize  the  past  losses  of  the  company. 

The  company  in  calculating  that  the  rate  allowed  by  the  Board  is 
insufficient  uses  the  deficit  which  occurred  in  1920  as  an  argument  but 
does  not  take  into  account  the  fact  that  the  rate  allowed  by  the  Board 
was  not  effective  until  after  July,  1920.  Had  tlie  schedule  of  rates 
been  effective  throughout  1920  the  amount  of  39,343,500  cubic  feet  of 
gas  sold  at  $2.00  would  have  produced  a  revenue  of  $78,687.  P^xhibit 
P-17  of  the  present  case  indicates  that  the  service  charges  would  have 
aggregated  $5,152,  a  total  of  gas  revenue  of  $83,839.  Merchandise 
revenue  amounted  to  $180.  This  indicates  that  the  total  revenue  for 
the  year  had  the  rate  been  effective  during  that  year  would  have  l>een 
$84,019.  Deducting  $3,750  for  the  excess  amortization  charged  would 
leave  $70,280  for  adjusted  expenses.  This  would  leave  $7,739  for  the 
use  of  capital.  Deducting  inventory-  adjustments  of  $2,276  would 
leave  $4,463  for  the  use  of  capital.  During  1920,  however,  a  600 
B.t.u.  gas  was  effective  during  the  first  seven  months  of  the  year  and 
3.57  gallons  of  oil  per  thousand  cubic  feet  w^as  used.  During  the  last 
five  months  of  the  year  3.13  gallons  per  thousand  cubic  feet  of  gas 
made  was  used.  PTad  the  standard  been  effective  throughout  the  whole 
year  the  saving  would  have  l>een  0.11  gallons  or  substantially  one- 
eighth;  one-eighth  of  the  $23,800  cost  of  oil  would  indicate  a  further 
addition  to  revenue  of  approximately  $3,000,  which,  added  to  the 
$4,463  above  calculated,  would  have  approximated  a  return  of  six  per 
cent,  on  $125,000.  If  present  day  prices  had  been  reflected  during 
1920  a  further  very  large  saving  would  be  effected.  In  V.w^i'  expenses 
for  1920,  however,  the  average  cost  of  gas  oil  was  12.35  cents  a  gallon 
against  8.32  cents  as  used  in  the  computations  by  the  engineer  of  the 
municipalities  and  in  the  brief  submitted  by  the  company  as  compared 
with  a  current  cost  of  oil  of  le«s  than  six  cents  a  gallon.  The  use  of 
oil  throughout  1920  was  as  stated  above  3.57  gallons  per  thousand 
cubic  feet  of  gas  made,  including  26.5  per  cent,  of  gas  unaccounted 
for.     Tf  all  these  changes  be  given  due  weigilit  the  cost  of  oil  will  be 
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loss  thaii  half  of  the  $*<33,800  paid  for  gas  oil  in  1920,  effeeling  a  saving 
on  tiiat  single  item  of  upwards  of  $11,000. 

The  Board  finds  and  determines  that  the  schedule  of  rates  petitioned 
for  is  unjust  and  unreasonable  and  the  petition  should  be  and  is 
hereby  dismissed. 

Dated  August  12th,  1921. 


No.  912. 

In  tub  ^Fattf.r  of  the  Proposed  Ixcrease  ix  Bates  by  the  New 
Jersey  and  Pennsylvania  Traction  Company. 

1.  Tlie  petitioner,  an  electric  railwa.v  operating  between  Trenton  and  Prince- 
ton, propose**  to  charge  ten  cents  in  each  of  four  fare  zones  with  commutation 
tickets  good  for  single  cash  fare  at  the  rate  of  ,$1.00  per  strip  of  11  tickets  and 
commutation  school  tickets  sold  at  the  rate  of  $2.00  per  strip  of  40  tickets, 
the  result  being  an  increase  of  three  cents  per  zone  subject  to  the  commutation 
rates. 

2.  The  objectors  claim  the  fare  proiwsed  would  exce<*d  that  of  the  Pennsyl- 
vania Railroad  and  the  Trenton  and  fiercer  Traction  Corporation. 

tS.  If  both  the  foregoing  gave  the  same  service  to  the  public  the  Board  would 
be  unwilling  to  increase  the  rate  of  28  cents  which  the  petitioner  now  charges 
for  the  Trenton-Princeton  ride. 

4.  It  appears  that  the  service  rendered  by  the  petitioner  is  somewhat  better 
as  to  schedules  maintained  and  the  character  of  ecjnipmenl  and  roadbed. 

5.  However,  the  Boardi  does  not  believe  that  the  value  of  th?  service  to  the 
passenger,  in  view  of  the  competitive  conditions,  is  worth  more  than  8  c?nts 
cash  fare  per  zon-e,  or  30  cents  for  the  entire  trip. 

0.  While  this  return  is  not  as  high  as  the  valuation  of  the  property  might 
justify  under  present  day  conditions  if  it  were  operating  in  a  non-competitive 
field,  it  is  sufficiently  high  to  enable  the  company  to  pay  its  operating  expenses 
and  yield  what,  in  the  Board's  judgment,  is  a  fair  return  upon  valuation,  par- 
ticularly in  view  of  the  fact  that  the  company,  entered  into  a  field  already 
for  the  greater  part  covered  by  a  traction  company. 

7.  It  would  be  nnreasonable  to  compel  the  public  to  pay  a  rate  of  return  at 
present  day  rates  upon  unlimitodi  duplicati<m  of  facilities. 

Edfjar  Hunt,  of  Knizonhnch  d'  Hunt,  for  the  Petitionor. 

JJpvvy  M.  TJavtman,  for  City  of  Trenton. 
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Harvey  T,  Saiterthumie,  for  Township  of  Lawrence. 

Rkliard  Sfocliitn,  3d,  for  Princeton  Borough  and  Princeton  Town- 
ship. 

Tlie  applicant  filed  the  following  jmssenger  tariff  with  the  Board : 

Nkw  Jebsey  &  Penxkylvania  Tractio.n  Co. 
Passenper  Tariff. 


Issued,  March  23d,  1921 


Effective  April  12th,  1921. 


Notit^  is  hereby  given  that  on  and  after  April  12th.  11121,  the 
rate  of  fare  will  be  TEX  CENTS,  in  either  direction,  for  each  fare 
zone  or  fraction  thereof,  as  foll<»ws : 

Trenton  to  Sand  l*it 2.1)7  miles — fare  10  cents 

Sand    Pit   to    I^wrencevill? 3.10     "  •*      10      " 

L#awrenceville   to  Provinceline   Road.  .     3.10     '*  '*      10 

Provinceline   Road  to  Princeton 3.10     "  **      10      *' 

Commutation  tickets  g-ood  for  j<insle  cash  fare  will  b?  sold  at 
the  rate  of  $1.00  per  wtrip  of  11  tickets. 

Commutation  tickets  pood  f(»r  sinjrle  cash  fare  for  use  of  school 
pupils  under  the  age  of  fifteen  years  and  valid  only  on  rejjular 
school  days  will  be  sold  at  the  rate  of  $2.00  per  strip  of  40  tickets, 
upcm  application  at  the  office  of  the  company  at  Trenton,  N.  .1. 

Tliis  schedule  issued,  posted  and  filed  with  the  Board  of  I^lblic 
T^tility  Commissioners  of  the  State  of  New  .Jersey.  March  23d, 
1021. 

All  fares  are  increased  three  cents  per  zon?,  subject  to  commu- 
tation rates  above  stated. 

IssuetJ  by 

Gaylord  Toompsox, 
Gen  era  I  Mu  w  auer, 
Trenton,  New  Jersey. 


At  the  same  time  it  filed  a  statement  in  compliance  with  Con- 
ference Ruling  Xumher  Fifteen  which,  among  other  things,  alleges 
the  following: 

"2.  The  present  and  propos<»d  passenger  rates  are  as  follows,  covering  the 
four  zones  between  Trenton  and  Princeton : 


Zone 
Distance 

Trenton    to   Sand   Pit 2.f>7  mi. 

Sand   Pit  to  Lawrenceville .3.10  mi. 

Lawrenceville  to  Provinceline   Road....     3.10  mi. 


Provinceline    Road    to    Princeton.. 


Existing 

Passenger 

Itate 

Seven  Cents 

Seven  (Vnts 

Seven  (^ents 


Pniposed 
Passenger 

Rate 
Ten  Cents 
Ten  Cents 
Ten  C?nts 


3.10  mi.       Seven  (Vnts       Ten  Cents 
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New  Jersey  and  Peiiusylvaiiia  Traction  Vo. — Increase  in  Kates. 

Subject  to  commutation  rates  as  follows: 

Commutation   tickets  good   for   single   cash   fare,   $1.00   per  strip   of   11 

tickets. 
Commutation   tickets  good  for  single  cash  fare  for  use  of  s?chool  pupils 
under  the  age  of  fifteen  years  and'  valid  only  <m  regular  school  days^ 
$2.00  per  strip  of  40  tickets." 

•'The  appraised  value  of  the  property  of  the  company  at  pr?-war  standards 
is  upwards  of  $575,000.00,  as  was  found  and  determined  by  the  Board  of  Public 
Utility  Commissioners  in  its  Report  of  October  10th,  1910  (N.  J.  P.  U.  C.  R., 
Vol.  IV.,  page  532),  and  re-stafed  in  its  Report  of  May  15th,  IJllS." 

"The  new  rates  set  forth  in  this  application  are  intende<l  to  create  equal 
charges  for  like  services  on  the  lines  of  the  said  Pennsylvania-New  Jersey 
Railway  Company  and  of  the  New  Jersey  antt  Pennsylvania  Traction  Com- 
pany."    (Owned  by  substantially  the  same  intei-ests.) 

'*Its  ordinary  and  normal  expenses  for  i)aviug  amount  to  an  average  of 
$1,000  per  year  and  upwards,  and  that  the  City  of  Trenton  ha«  recently  insti- 
tuted before  your  honorable  Board  a  procee^ling  to  compel  petitioner  to 
undertake  overhead  construction  work  and  re-paving  in  connection  with  its 
tracks  on  West  Hanover  Street,  the  cost  of  which  is  estimated*  to  amount  to 
$75,000,  which  work  the  petitioner  has  been  completely  unable  to  perform  be- 
cause of  lack  of  funds  and  lack  of  credit,  and  petitioner  avers  that  these  paving 
obligations  should  be  taken  into  consideration  in  fixing  the  rate  of  fare  to 
be  charged  on  this  line." 

That  the  reason  for  making  this  application  is  the  further  increase  in  the 
coi*t  of  labor  and  materials  necessary  for  the  operation  of  the  road. 

On  ^farch  29th,  1921,  the  proposed  schedule  of  rates  was  suspended 
by  the  Board  until  the  12th  day  of  July,  1921. 

Due  notice  of  the  place  and  date  of  the  hearing  was  given  to  the 
official  representatives  of  tlie  communities  served  by  the  applicant. 

In  presenting  affirmative  proofs  in  sujiport  of  its  application,  the 
company  through  witnesses  and  in  counsel's  brief  set  up  substantially 
the  following  claims: 

1.  That  for  the  purposes  of  this  a])plication  the  value  of  the  prop- 
erty should  be  taken  at  $578,000  as  shown  in  Exhibit  P-4. 

The  Board  in  its  report  in  re  rates  of  the  applicant  dated  October 
10th,  1916  (Reports  of  P.  U.  C,  Vol.  IV,  p.  532),  stated  that  the 
"properties  of  the  company  at  the  beginning  of  the  year  1914  were 
worth  about  $575,000."  As  no  capital  additions  have  been  made  to 
the  property  since  that  date,  there  is  no  material  difference  between 
the  value  set  up  by  the  applicant  and  as  shown  in  the  report  before 
cited. 

2.  The  company's  estimate  of  the  revenue  to  be  produced  by  the 
proposed  schedule  for  the  year  1921  is  $1 4r,4r4.(»2  (Ex.  P-IG,  brief, 
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p.  G).  Its  operating  expenses,  Imsed  on  the  first  and  last  quarter  of 
1920,  multiplied  by  two,  are  estimated  to  aggregate  $105,888.88; 
taxes  $11,8T5,  a  total  of  revenue  deductions  of  $117,763,  which  de- 
ducted from  the  estimated  revenue  of  $147,474  would  leave,  for  re- 
turn on  property,  $29,710.74  estimated  to  he  pro<luced  by  the  tariff 
filed  if  effective  for  the  entire  year.  The  operating  expenses  as  esti- 
mated by  the  company  appear  to  he  those  which  the  company  has 
incurred  under  conditions  existing  during  the  last  twelve  ntrrmal 
months  (omitting  the  four  strike  months  of  April  to  July,  inclusive, 
1920).  Nevertheless,  they  are  the  highest  that  the  company  has 
been  called  upon  to  expend  in  any  one  year  during  its  history  even 
after  eliminating  ^'strike''  losses.  The  trend  of  prices  for  wholesale 
commodities  and  for  labor  is  distinctly  downward.  For  the  purjmses 
of  this  report  this  estimate  of  operating  expenses  and  taxes  will  be 
taken. 

With  respect  to  the  estimated  revenue,  the  testimony,  annual  and 
liionthly  reports  on  file  with  the  Board,  when  analyzed,  indicate  that 
the  company  has  under-estimated  its  passenger  revenue  under  the 
proposed  schedule  of  fares.  In  Exhibit  P-16  its  estimate  for  })assen- 
*;er  revenue  is  set  forth  as  follows : 


ESTIMATED    REVENUES    AND    EXPENSES    YEAR    1921    ON    BASIS    OF    lOC.    FARE    IN 
EFFECT   fX>R   12    MONTHS. 

Operating:  Revenues : 
Passenger — Number  of  passenpers  carried  year  1019,  viz. : 

7f'.  cash  fare  and  commutation   1,."501,9()1 

City  of  Trenton  3c.  fares 4r»,13() 

School    tickets — 4c 22.r»24 

1,5(«MJ21 
Estimated  Passenger  Revenue — 1921 : 

Numiber  of  cash  fares  year  1919 1,501.9<U 

J^etii  5%  for  increase  in  travel 75,098 

l,42(*i,9iUS 
Number  of  Cash  (10c.)  fare  passengers— say  25%.  . .      85(;,7ir)=       .«a5.071.riO 

Number  of  Ticket   (Oi/nc.)   passengers— say  75% 1,070,147=         97,2K(J.09 

Number  of  3c.  Fares— same  as  1919 45,13<)=  1,354.08 

Number  of  5c.  School  Tickets— same  as  1919 22,524=  1,120.20 

Total    Passenger    Revenue— Estimated $135,437.97 
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The  theory  on  wliieh  the  companv  conjitructed  its  estimate  is  that 
it  may  expect  to  carry  in  1921  substantially  tlie  same  number  of 
fares  as  for  1919,  diminished  by  five  per  cent,  by  reason  of  the  im- 
position of  a  higher  fare.  In  assuming  1919  as  the  basis  the  appli- 
cant gives  no  consideration  to  the  average  annual  increase  in  its 
business  which  has  taken  place  during  the  last  mx  or  eight  years. 

In  order  to  make  a  more  accurate  estimate  the  Board  has  made 
the  following  calculations: 

The  total  passengers  carried  in  191;^  were  1,1()(),417.  In  1919 
(which  the  applicant  claims  to  be  the  last  normal  year  in  its  ex- 
})erience  by  reason  of  the  fact  that  in  19;;?0  a  strike  was  declared 
against  the  company  effective  during  April,  ^lay,  June  and  July  of 
that  year),  the  company  carried  l,5()9.(i21  passengers;  these  figures 
indicate  that  the  Imsiness  of  the  company  increased  34.67  per  cent, 
in  the  six  years  intervening,  an  unweighted  average  of  5.8  per  cent, 
jicr  annum  or  a  weighted  average  of  slightly  more  than  five  per  cent. 
Five  i>er  cent.,  compounded  for  two  years  on  the  basis  of  l,5()9,(Vn 
jia-sengers  carried  in  1919  indicates  1,730,500  to  be  carried  in  1921, 
assuming  tlie  average  of  five  per  cent,  per  annum  increase  to  con- 
tinue. As  a  ch^ck  again.-t  this  the  monthly  reports  of  the  company 
for  the  months  of  January  to  April,  inclusive,  for  the  years  1919, 

1920  and  1921  have  been  examined.  The  passengers  carried  during 
the  first  four  months  of  1921  were  1.13673  times  those  carried  in  the 
same  period  of  1919.     By  proportion,  then  the  passengers  carried  in 

1921  would  be  1.13673  times  1,569,621  (number  of  passengers  car- 
ried in  1919)  or  a  total  of  1,776,300  i)assengers.  The  inclusion  of 
^Fay,  1921,  would  have  given  the  same  result.  The  Board  will  take 
the  average  of  these  two  estimates,  or  1,753.400.  to  be  reasonable 
under  the  circumstances. 

Following  the  theory  of  the  applicant,  five  per  cent,  is  deducted 
from  this  to  give  woight  to  the  effect  of  the  increases  in  fare.  This 
will  leave  a  total  of  1,665,000  passengers,  in  round  figures,  to  be 
carried  by  the  applicant  during  the  year  following  the  imposition  of 
the  new  tariff. 

An  analysis  of  the  operating  results  of  the  applicant  from  January 
1st,  1920,  to  April  30,  1921,  omitting  the  four  strike  months  above 
referred  to,  indicates  that  the  company  carried  ai)])roximately  1,700,- 
000  passengers,  of  which  70.147  paid  a  three-cent  fare  and  possibly 
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2S.(H)()  school  tickets  were  sold,  the  record  not  disclosing  In-  months 
the  niunher  of  school  tickets  sold,  except  that  Exhibit  P-6  indicates 
that  •^2,5->4  school  tickets  were  used  in  1919  and  that  26,0()2  were 
used  in  the  full  twelve  months  of  1920,  including  the  strike  months. 
Of  the  total  of  l,6()r),0()0  passengers  estimated  to  be  carried,  the 
Board  will  a>sume  To^OOO  to  travel  at  a  three-cent  fare  within  the 
limits  of  Tienton,  28,()()(»  will  use  school  tickets  and  1,562,000  will 
jmv  the  full  fare  in  each  zone  where  seven  cents  is  now  paid.  Ex- 
amination shows  that  a  fare  schedule  of  eight  cents  per  zone,  four 
cents  per  school  ticket  }>er  zone,  and  three  cents  for  travel  within 
the  limits  of  the  Vity  of  Trenton,  would  provide  a  revenue  during 
one  year's  o|)eiati(Ms  under  the  conditions  assumed  of  $128,330.  A 
complete  ojierating  statement  for  the  ensuing  year  as  estimated  un- 
der this  modified  ^/htHlule  of  fares  will  he  shown  in  Table  T  follow- 
ing: 

TABLE  I. 

ESIIMATED    KKSl'LTf*    OF    ONK    YKAR'S    OPERATION     l'N|M-:B     A     V.KW.    HCIIEmi.E    OF 
8  CENTS   PER  ZONE  WHERE   7  CENTS   IS    NOW   CHARGED,  4   CENTS   FOR 
SCHOOL  TICKETS.   AND  H  CENTS    FOR  TRAVEL  WITHIN   THE 
UMITS  OF   CITY  OF  TRENTON. 

Paf«*enj2:prs 

I.  Passenger  Revenue:  Carried.  Anioiints. 

a.  Princeton    Division    l.r,(J2,000         .$124,1HM) 

b.  School  tickets   28,000  1,120 

c.  In  City  of  Trenton    To^OOO  2,250 

Total  Passenger  Uevenue   l,(iC»r),000  $12S,;^'{0 

2.  Special  Car  Revenue   200 

.S.  Express    Revenue    S2.'> 

4.  Freight    Revenue   l.'J.Oir* 

5.  Total   Transportation    Revenue    ?1 42.070 

(».  Xon-transpoi-tati(»n  Revenue 2,107 

7.  Net  Non-operating  Revenue   1,710 

S.  Total    estimate<l    Receipts    $140.S47 

0.  Operating  Expenses    105.SSI) 

10.  Grossa  Income  before  Taxes    $40.»r>s 

II.  Taxes     11.S75 

12.  Available  for  Interest  and  Dividends $21),0S.T 
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The  {special  car  revenue  is  estimated  at  $200  about  the  same  as 
lieretofore,  express  revenue  is  estimated  on  the  figures  shown  in  the 
company's  ])rief,  page  15,  wlierein  package  express  revenue  of  1919 
is  estimated  to  have  increase<l  20  per  cent.  Freight  revenue  is  sim- 
ilarly estimated  by  applying  40  per  cent,  increase  to  the  freight 
revenue  of  1919.  The  sum  of  tliese  items  makes  a  total  e-^timated 
transportation  revenue  of  $142,970.  Xon-transj>ortation  revenue  is 
taken  to  l)e  the  same  as  that  during  the  last  twelve  months  ending 
April  30th  which  were  normal,  eliminating,  however,  the  four  ab- 
normal strike  months.  Net  non-operating  revenue  is  estimated  in  the 
same  way.  as  non-transportation  revenue.  This  indicates  a  total 
revenue  from  the  foregoing  sources  of  $146,847.  Deducting  operating 
expenses  and  taxes  at  the  figure  indicated  by  the  applicant's  brief, 
would  leave  the  amount  of  $29,083  available  for  return  on  capital, 
which  would  be  about  $5,000  over  and  above  bond  interest  to  be 
paid  by  the  applicant.  As  this  revenue  is  within  about  $000  or  two 
per  cent,  of  that  estimated  by  the  com})any  to  be  produced  by  the 
proposed  schedule,  it  would  indicate  that  the  schedule  proposed  by 
the  company  is,  on  facts  in  the  record,  too  high  and  should  not  be 
a])proved  by  the  Board.  The  testimony  and  argument  on  behalf  of 
the  applicant  was  to  the  effect  that  the  decrease  of  five  per  cent,  in 
passengers  carried  (due  to  increased  rates)  would  be  overcome  within 
a  few  months.  If  this  recovery  is  made  the  return  will  be  increased 
from  $29,083  to  about  $35,000.  Furthermore,  the  trend  of  prices 
of  labor  and  material  is  now  decidedly  downward.  Both  of  these 
elements  would  tend  to  increase  the  gross  income  of  the  applicant. 

The  objectors  claimed  that  the  fare  filed  would  exceed  that  on  the 
'Pennsylvania  Railroad  or  on  the  competing  trolley  line.  On  ther 
other  hand,  the  service  rendered  is  more  frequent  than  on  the  Penn- 
sylvania and  more  speedy  than  on  the  competing  line. 

The  Board  has  taken  into  consideration  the  fact  that  the  fare  of 
the  Trenton  and  Mercer  County  Traction  Corporation,  which  is  the 
competing  line  to  that  of  the  petitioner,  for  a  ride  from  Trenton  to 
Princeton,  is  24  cents.  If  both  these  lines  gave  the  .^^ame  service  to 
the  public  the  Board  would  be  unw^illing  to  increase  the  rate  of  28 
cents  which  this  company  is  now  charging  for  the  Trenton-Princeton 
ride. 
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It  appear?,  however,  that  the  service  rendered  by  the  petitioner  is 
somewhat  better  ]>oth  in  the  raatter  of  tlie  schedule  maintained  and  in 
the  character  of  the  equipment  and  roadbed.  However,  the  Board 
does  not  l)elieve  that  the  value  of  the  service  to  the  passenger  is,  in 
view  of  the  competitive  conditions  both  of  the  competing  traction 
company  and  the  Pennsylvania  Railroad,  worth  more  to  the  passenger 
tlian  8-cent  cash  fare  per  zone  or  30  cents  for  the  entire  Princeton- 
Trenton  trip.  The  Board  will,  therefore,  fix  a  cash  fare  per  zone  of 
8  cents  with  the  right  to  purchase  four  tickets  for  30  cents  to  the  pas- 
senger. While  this  return  is  not  as  high  as  the  valuation  of  its  prop- 
erty might  justify  under  present  day  conditions  if  it  were  operating  in 
a  non-competitive  field,  it  is  sufficiently  high  to  enable  the  company 
to  pay  its  operating  expenses  and  yield  what,  in  the  Board's  judgment, 
is  a  fair  return  upon  valuation,  particularly  in  view  of  the  fact  that 
this  company  entered  into  a  field  already  for  the  greater  part  covered 
by  a  traction  company.  It  would  be  unreasonable  to  compel  the  public 
to  pav  a  rate  of  return  at  present  day  rates  of  interest  upon  unlimited 
duplication  of  facilities. 

The  schedule  as  indicated  conforms  within  reasonable  limits  to  the 
cost  of  the  service,  as  set  forth  by  the  record. 

The  customer  can  determine  for  himself  the  relative  value  of  the 
service  by  choosing  the  particular  line  w^hose  tariff  and  class  of  service 
best  suits  him. 

COXCLUSIOXS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  schedule  of  rates  filed  is  unjust  and  unreasonable  and 
the  Board  disapproves  the  same. 

2.  That  the  applicant  is,  however,  entitled  to  an  increase  in  rates 
upon  the  state  of  fact«  set  forth  in  the  body  of  this  report. 

3.  That  it  may  file  the  following  schedule  of  rates  effective  five  days 
after  such  filing  and  posting  copies  of  same  in  the  cars  of  the  appli- 
cant and  after  notice  to  the  Board  of  such  action,  viz. : 

Trenton   to   Sand   Pit Fare  8  cents,  distance  2.97  mi. 

Sand  Pit  to  LawrenceviUe • "     8  cents,         *'         3.10  m\. 

Lawrenceville  to   Provinceline   Road **     8  cents,         "         3.10  mi. 

Provinceline  Koad   to  Princeton **     8  cents,         "         3.10  mi. 
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The  company  will  sell  four  tickets  for  80  cents,  each  ticket  to  be  good  where 
an  eight  cent  ea»h  fare  is  charged. 

Rate  of  fare  for  a  single  ride  wholly  within  the  limits  of  the  City  of  Trenton 
will  be  three  (3)  cents. 

Commutation  tickets  good  for  single  cat^h  fare  for  use  of  properly  accredited 
school  pupils  and  valid  only  on  regular  school  days  will  be  sold  at  the  rate  of 
one  dollar  ($1.00)  per  strip  of  twenty-five  (25)  tickets,  upon  applicati<m  at 
the  offic*e  of  the  company,  at  Trenton,  N.  J. 

4.  The  filing  by  the  company  of  the  increase  herein  suggested  will 
be  taken  as  a  stipulation  that  abrogation  or  modification  of  the  in- 
crease in  rates  may  be  made  as  and  if  conditions  as  indicated  by 
operating  results  both  as  to  revenue  and  the  character  of  service 
rendered  warrant. 

o.  Beginning  at  the  effective  date  of  the  rates  herein  indicated  a^ 
just  and  reasonable,  if  filed,  the  company  shall  render  to  the  Board 
monthly  reports.  These  re})orts  are  to  show  the  operating  revenues, 
operating  deductions,  excluding  amortization,  non-o{)erating  income, 
income  deductions  and  balance  available  for  general  amortization, 
dividends  and  surplus,  and  also  the  amount  appropriated  for  general 
amortization,  together  with  a  comparison  with  the  figures  for  the 
con'ej<])onding  period  of  the  preceding  year,  this  statement  may  pref- 
erably follow  the  forms  shown  in  the  annual  report  for  operating 
street  railways,  Revenue,  p.  22,  col.  (c)  and  (d).  Expenses,  Recapitu- 
lation, p.  26  (with  accounts  25a  and  40  shown  in  foot-note)  ;  Income 
Statement,  p.  20,  and  Statistics  as  shown  on  p.  .35.  And  the  Board 
will  retain  jurisdiction  of  the  increase  as  herein  ap])roved  for  the 
pur])ose  of  modifying  same  as  and  if  the  conditions  change. 

Dated  August  19th,  1921. 

ORDER. 

The  Board  of  Public  Utility  Commissioners  having  on  the  nine- 
teenth day  of  August,  1921,  made  and  filed  a  report,  containing  its 
findings  of  fact  and  conclusions  thereon,  which  report  by  reference 
thereto  herein  is  made  part  hereof,  the  Board  after  hearing  hekkry 
DETEKMiNKs  that  the  existing  rates  of  the  Xew  Jersey  and  Pennsyl- 
vania Traction  Company  are  insufficient  and  hereuy  ohdeks  fixed 
as  just  and  reasonable  rates  for  the  said  New  Jersey  and  Pennsyl- 
vania Tract i(m  Company  to  charge  the  following,  to  wit: 
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New  Jersey  Power  and  Light  (^o. — Transfer  of  I*iH>pfrty  to. 

Trenton  to  Sand  Pit Fare  8  cents,  distant'e  2.J)7  mi. 

Sand  Pit  to  Lawrenceville. . Fare  8  cents,  distance  3.10  mi. 

Lawrenceville  to  Proviuceline  Road Fare  8  cents,  distance  3.10  mi. 

Provinceline  Road  to  Princeton Fare  8  cents,  distance  3.10  mi. 

The  company  will  sell  four  tickets  for  30  cent:s,  each  ticket  to  be  good  where 
an  eight-cent  cash  fare  is  charged. 

Rate  of  fare  for  a  single  ride  wholly  within  the  limits  of  the  (^ity  of  Trenton 
will  be  three  (3)  cents. 

Commutation  tickets  g<x)d  for  single  cash  fare  for  use  of  properly  accredited 
school  pupils  and  valid  only  on  regular  school  days  will  be  sold  at  the  i*ate  of 
one  dollar  ($1.00)  per  strip  of  twenty-five  (25)  ticket*,  upon  application  at 
the  office  of  the  company,  at  Trenton,  N.  J. 

Tin's  Onler  shall  become  effective  September  28tb,  1921. 
Dated  September  8th,  1921. 


No.  913. 

IX  THE  MaTTKK  of  THK  ApFLK'ATION  OF  THE  I^VMBEKTVILLE  PUB- 
LIC S'ervke  Company,  Flemixotox  Electric  Ligiit,  Heat 
AND  PowEK  Company  and  Newton  Electric  and  Gas  Com- 
pany FOR  Leave  to  Sell  to  the  Xew  Jersey  Power  and 

r.KHIT    COMPAXY    TlTElR    PROPERTY    AXD    FrAXCHISKS. 

In  the  ^Fatter  ok  the  Application  of  the  Xew  Jersey  Power 
AXD  Lkuit  Compaxy  for  the  Approval  of  the  Tssuaxce  of 
Preferred  and  Com.mox  Stock,  and  also  its  First  Mort- 
OA(iE  Bonds. 

In    the    AfATTER    OF    THE    APPLICATION    OF   THE    XeWTOX    ElECTRIC 

AND  Gas  Company  for  Approval  to  Sell  Stock,  Petiremext 
OF  all  of  its  Octstaxdixo  Preferred  Stock  axh)  of  the 
Issuance  of  Additional  Common  Stock. 

1.  The  Board  does  not  usually  re;rard  with  approval  the  i)rnctice  of  trans- 
ferring the  stwk  of  a  public  utility  of  Xew  .Tersey,  to  a  forr^ijrn  corporation. 
In  this  case,  however,  it  appears  that  the  rircumstances  are  sueh  that  consent 
may  be  properly  j?iven. 
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New  Jersey  Power  and  Light  Co. — Transfer  of  Property  to. 


2.  Approval  is  given  upon  condition  that  the  Larabertville  Public  Service 
Company  and  the  Flemington  Electric  Light,  Heat  and  Power  Com»i)any  retire 
all  their  outstanding  securities,  debts,  etc.,  and  that  the  companies  be  com- 
pletely dissolved,  evidence  of  which  shall  be  deposited  with  the  Seci-etary  of 
Sfate  in  the  manner  prescribed  by  law. 

Arthur  L.  Marvin,  for  New  Jersey  Power  and  Liirlit  Co. 

•/.  C.  Mcuiiii,  for  the  Selling  Conii)anie?. 

The  petition  filed  in  this  matter  sets  forth  the  history  and  capital- 
ization of  the  respective  companies.  These  eompanie<  are  now  serving 
certain  municipalities  in  this  state  with  electricity  and  gas  for  light. 
])ower  and  fuel  purposes.  They  desire  to  transfer  all  of  their  elec- 
tric light  and  ])ower  ])roperty  to  the  Xew  Jersey  Power  and  Light 
Company,  a  New  Jersey  corporation  which  is  also  engaged  in  furnish- 
ing light  and  power  to  certain  municipalities  in  this  state. 

Contemporaneously,  the  New  Jersey  Power  and  Light  Company 
files  a  petition  asking  for  leave  to  issue  certain  securities  to  he  used 
in  effecting  the  transfer. 

The  Newton  Electric  and  Gas  Comi)any  also  files  a  petition  asking 
for  the  api)roval  of  the  sale  of  its  stock  to  the  General  Finance  Cor- 
poration, a  Delaware  corporation,  and  of  the  retirement  of  all  of  its 
outstanding  preferred  stock  and  of  the  issuance  of  additional  common 
stock. 

From  the  testimony  taken  and  the  rejmrt  of  the  Hoard's  inspector  it 
ai>pears  that  puhlic  interests  will  he  hetter  served  through  the  ac- 
quisition of  the  electric  property  of  the  Lamhertville  Puhlic  Service 
Company,  the  Flemington  Electric  Light,  Heat  and  Power  Company 
and  the  Xewton  Electric  and  Gas  Company  hy  the  Xew  Jersey 
Power  and  Light  (*ompany  than  hy  their  continuance  as  separate  and 
individual  companies. 

The  New  Jersey  Power  and  Light  Company  is  at  present  supply- 
ing the  Newton  Electric  and  Gas  Company  with  power  from  its 
Dover  station.  Transmission  lines  also  extend  a  considerable  paii;  of 
the  way  to  Flemington, 

The  engineers  of  the  Board  have  checked  the  inventories  and  ex- 
amined the  buildings  and  plant  equipment  to  be  transferred.     The 
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New  Jei'Ke.v  Power  and  Light  Co. — Transfer  of  Property  t(». 

total  value  of  all  properties  as  agreed  upon  bv  the  engineers  of  the 
respective  companies  and  the  Board's  engineer  is  $465,000. 

'i'lie  gas  property  <;f  the  Xewton  Electric  and  Gas  Company  is  not 
to  \iv  included  in  this  sale.  It  has  been  valued  by  the  company  and 
this  valuation  has  been  acquiesced  in  by  the  Board's  engineer  at 
$;.s.OOO.  Deducting  this  amount  from  the  total  valuation  of  $4(55,000. 
above  referred  to,  leaves  $:^87,000  as  the  basis  ujK)n  which  the  Xew 
Jersey  Power  and  Light  Company  will  take  over  the  physical  pro])- 
erty  and  franchises  of  the  Lambertville,  Flemingtcm  and  Xewton 
Companies. 

The  application  of  the  Xew  .Jersey  Light  and  Power  Company 
asks  for  the  appioval  of  an  is^ue  of  five  per  cent,  first  mortgage 
bcmds  to  the  amount  of  $309^000  to  be  issued  at  80  per  cent.,  pre- 
ferred stock  to  the  amount  of  $89,500  and  common  stock  to  the 
amount  of  $50,^*^00  at  par.  On  this  basis  the  stock  and  bonds  i>ro- 
posed  to  be  issued  correspond  to  the  aggregate  value  of  the  i)ro])erty 
to  be  taken  over,  to  wit:    $387,000. 

It  is  proposed  to  ccmtiniie  the  existence  of  the  Xewton  Electric  and 
Gas  Company  and  change  its  name  to  the  X'^ewton  (Jas  Company 
and  for  it  to  continue  to  operate  its  gas  property  as  heretofore.  The 
stock  at  present  outstanding  of  the  Xewton  Electric  and  Gas  (Vmi- 
pany,  consisting  ])artly  of  preferred  stock  and  partlv  of  common  stock, 
is  to  ])e  retired  and  in  place  thereof  it  is  pro})osed  to  issue  common 
stock  of  the  j)ar  value  of  $78,000,  this  being  e{]uivalent  to  the  ])resent 
or  depreciatcMl  value  of  the  gas  property  agreed  ujmn  as  above  indi- 
cates 1. 

I'pcm  the  full  consideration  of  the  whole  matter,  the  Board  will 
approve: 

1.  The  sale  by  the  F^imbertville  Public  Service  Company,  the 
FIcmington  Electric  T^ight,  Heat  and  Power  Company  and  the  Xew- 
ton Electric  and  Gas  Com])any  of  all  the  i)hysical  property  and 
franchises  used  or  useful  in  connection  with  the  production,  dis- 
tribution and  sale  of  electrical  energy. 

2.  The  issuance  by  the  X'ew  Jersey  Power  and  Light  Company  of 
the  following  securities  to  effect  the  sales  referred  to  in  paragra])li 
( 1  )  :  bonds  in  the  amount  of  $309,000,  issued  at  '^ighty :  preferrefl 
stock  in  the  amount  of  $89,500.  i«»sued  at  par;  comnum  stock  in  the 
amount  of  $50,300,  issued  at  i)ar. 
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Heiijamiii  Mackler — Auto  Bus  ou  the  Haddou  Heights  Liue,  (^amden. 

.*^.  Tlie  issuance  by  the  Xewton  Gas  Company  of  additional  eoiu- 
inon  stock  at  par,  in  the  amount  of  $53,000,  making  the  total  amount 
outstanding  $78,000  par  value.  All  of  the  present  outstanding  pre- 
ferred stock  should  be  retired. 

4.  The  transfer  of  the  stock  of  the  Xewton  (Jas  Company  to  the 
(leneral  Finance  Corporation. 

The  Board  does  not  usually  regard  with  a|)proval  the  practice  of 
transferring  the  stock  of  a  public  utility  of  Xew  Jersey  to  a  foreign 
corporation.  In  this  case,  however,  it  ai)pears  that  the  circumstances 
are  such  that  consent  may  be  pro])erly  given. 

Approval  of  the  above  will  be  given  upon  the  condition  that  the 
Lambertville  Public  Service  Company  and  the  Flemington  Electric 
Light,  Heat  and  Power  Company  retire  all  their  outstanding  securi- 
ties, debts,  etc.,  and  that  the  companies  be  comjdetely  dissolved, 
evidence  of  which  shall  be  deposited  with  the  Secretary  of  State  in 
the  manner  ])rovided  ))y  law. 

Dated  August  22d,  W2), 


No.  914. 

Ix  THE  ^Fatter  of  the  Application  of  Bexjamix  Mackler  for 
Per:missiox  to  Operate  an  Auto  Bis  on  the  nADiK)N  Heights 
Line,  Camdex,  Xew^  Jersey. 

Application  for  approval  of  local  permission  to  operate  an  auto  bus  is  deniod 
where  the  existing  bus  and  ti*olley  transportation  facilities  are  sufficient  to  meet 
the  normal  demands  of  traffic. 

William  B,  Knight,  for  the  Petitioner. 

L.  D.  TI.  Gilwotir  and  E,  W,  Wal-elee,  for  the  Public  Service  Rail- 
way Company. 

This  is  an  application  for  the  approval  by  the  Board  of  the  license 
jrranted  hy  the  City  of  Camden  to  the  applicant  to  o])erate  an  nnto 
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Benjamin  Mackler — Auto  Bus  on  the  Haddon  Heights  Line,  Camden. 

bus,  commonly  known  as  jitney,  over  a  route  part  or  all  of  which  is 
also  the  route  of  a  street  railway  line.  Hearing  in  this  matter,  with 
that  of  several  other  applications,  was  held  in  Camden,  May- 14th, 
and  June  20th,  1921. 

The  permit  for  the  operation  of  this  bus  was  issued  April  18th, 
1921,  since  which  date  the  bus  has  been  operating. 

The  route  extends  from  the  Pennsylvania  Bailroad  Ferr}%  out  Fed- 
eral Street  to  Haddon  Avenue,  thence  out  Haddon  Avenue  to  the 
intersection  of  Haddon  Avenue  and  White  Horse  Pike,  thence  out 
White  Horse  Pike  to  Station  Avenue,  in  Haddon  Heights.  Ee- 
tuming,  the  route  is  the  same  to  Broadway  and  Federal  Street  where 
it  continues  on  Broadway  to  Market  Street,  thence  on  Market  Street 
to  the  Ferr)'. 

This  route  parallels  on  the  same  street  the  tracks  of  the  Public 
Service  Railway  Company  outbound  from  the  Ferry  to  the  inter- 
section of  White  Horse  Pike  and  Haddon  Avenue.  White  Horse 
Pike,  on  which  the  bus  route  operates,  parallels  the  Public  Service 
Railway  Company's  tracks,  which  are  for  the  most  part  constructed 
on  private  right-of-way,  through  the  boroughs  of  Collingswood,  Oak- 
l}Ti,  and  Audubon,  to  Haddon  Heights,  for  a  distance  of  about  two 
and  one-fourth  miles.  The  distance  between  White  Horse  Pike  and 
the  company's  private  right-of-way  averages  approximately  one  hun- 
dred yards.  Inbound,  the  bus  route  also  parallels  the  tracks  of  the 
Public  Service  Railway  Company  on  the  same  street  from  the  inter- 
section of  White  Horse  Pike  and  Haddon  Avenue  to  the  Ferry  ex- 
cept that  portion  extending  on  Broadway  from  Federal  Street  to 
Market  Street. 

The  testimony  indicates  that  the  bus  is  not  operated  on  any  reg- 
ular schedule,  and  does  not  have  any  fixed  running  time.  It  appears, 
however,  that  it  usually  requires  something  over  a  half  hour  to  make 
the  trip  in  one  direction ;  also  that  the  applicant  takes  his  turn  with 
the  other  buses  in  laying  over  at  the  Haddon  Heights  teri*minal. 

The  total  length  of  the  routo  was  testified  to  by  the  applicant  as 
being  six  miles ;  and  the  distance  on  which  he  parallels  the  tracks  of 
the  Public  Service  Railway  Company  is  about  one-half  and  the 
balance  of  the  route  paralleled  as  above  indicated  on  private  right- 
of-way. 

ir 
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Benjamin  Mackler — Auto  Bus  on  the  Haddon  Heights  Line,  ('amden. 

The  route  of  the  Iladdoii  Heights  trolley  line  is  somewhat  different 
from  that  of  the  hns  line  in  that  the  Haddon  Heights  cars  diverge 
from  Federal  Street  to  Broadway,  thence  go  out  Broadway  to  Ferry 
Street  to  Mt.  Ephriam  Avenue  to  Kichey  Avenue  to  Xewton  Avenue, 
thence  generally  over  private  right-of-way  to  Haddon  Heights.  The 
route  of  the  bus  line  on  Haddon  Avenue  and  Federal  Street  follows 
what  is  known  as  the  Haddon  Avenue  Line  of  the  Public  Service 
Railway  Company  within  the  City  of  Camden. 

Testimony  was  submitted  indicating  the  number  of  buses  and  trol- 
leys operated,  and  the  number  of  passengers  carried  and  the  seats 
furnished  by  both,  during  a  period  of  eighteen  hours. 

From  the  evidence  it  appears  that  ninety  per  cent,  of  the  passen- 
gers on  the  Haddon  Heights  buses  leave  or  board  the  buses  along  the 
White  Horse  Pike,  that  is,  between  the  intersection  of  Mt.  Ephriam 
Avenue  and  Ferry  Street  and  Station  Avenue,  Haddon  Heights.  It 
ai)pears  also  from  the  exhibiti*  that  during  the  total  period  of  ob- 
servation tlie  trolley  company  furnished  a  large  number  of  seats  in 
excess  of  the  total  number  of  passengers  carried  on  both  cars  and 
buses. 

The  testimony  further  iiulicatcs  that  the  existing  bus  and  trolley 
transportation  facilities,  exclusive  of  the  applicant's  bus,  are  suffi- 
cient to  meet  the  normal  demands  of  traffic  on  the  Haddon  Heights 
and  Haddon  Avenue  Lines. 

In  view  of  all  the  testimony  it  does  not  appear  that  the  i)ublic 
convenience  and  necessity  require  any  additional  transportation  facili- 
ties on  this  route,  and  the  application  for  the  approval  of  the  permit 
submitted  is  therefore  denied. 

Dated  August  ?2d,  1921. 
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Butler-Newark  Bus  Line,  Inc. — Motor  Buses  Between  Butler  and  Newark. 


No.  916. 

Ix  THE  Matter  of  the  Application  of  Bi tler-Xewark  Bls  Line, 
Inc.,  for   Permission   to   Operate   ^Fotor  Bises  Between 

Bl'TLER  AND  XeWARK,   X.  J. 

W.  (i.  Brandley,  ?Js(j,,  for  the  Petitioner. 

F,  W.  Van  Bhircom,  Esq.,  for  L.  H.  Gutterman,  Objector. 

L,  D,  J[.  (lilmour,  Esq.,  for  tlie  Public  Service  Railway  Co. 

This  is  an  application  for  the  approval  by  the  Board  for  the  aj)- 
plicant  to  operate  three  auto  buses,  commonly  known  as  jitneys,  over 
a  route  of  which  is  also  the  route  of  a  street  railway  line.  Hearing 
in  this  matter  was  held  in  Newark,  August  4th,  1921. 

The  route  for  which  application  was  made  is  as  follows: 

From  Butler  via  Pompton  Turnpike  to  Verona,  thence  via  Bloom- 
field  Avenue  to  Xewark,  passing  through  Butler,  Bloomingdale, 
Riverdale,  Pompton  T^akes,  Pompton  'Plains,  Pequannock,  Wayne, 
Mountain  View,  Singac,  Verona,  Montclair,  Glen  Ridge.  Bloomfield 
and  Xewark.  ]{eturning  the  route  is  the  same.  The  route  parallels 
on  the  same  streets  the  tracks  of  the  Public  Service  Railway  Com- 
jmny,  from  the  intersection  of  Poni])ton  Turnpike  and  Bloomfield 
Avenue,  in  Verona,  easterly  into  the  City  of  Xewark.  On  return 
trip  the  route  parallels  the  tracks  of  the  Public  Service  Railway  (Com- 
pany as  indicated  above. 

There  is  no  other  regular  means  of  direct  frequent  transportation 
between  Butler  and  the  other  localities  through  which  they  ])ass  the 
routes  north  of  Verona.  It  is  apparent  from  the  evidence,  that  the 
buses  to  be  operated  by  the  ai)plicant  will  serve  a  number  of  people 
wlio  now  have  no  other  regular  public  means  of  communication  north 
of  Verona;  it  appears  that  there  is  no  public  necessity  for  these 
buses  conducting  any  local  business  between  Verona  and  their  Xewark 
terminus. 

Aj)proval  of  these  applications  will  therefore  be  granted  upon  the 
following  conditions: 
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Martin  Fries — Auto  Bus  Between  Highland  Park  and  Camden. 

1.  That  no  local  business  shall  be  conducted  east  of  Verona. 

2.  That  no  local  business  shall  be  conducted  within  the  City  of 
Newark. 

3.  While  passing  through  the  restricted  territory  where  the  buses 
parallel  on  the  same  street  the  line  of  the  Public  Service  Railway 
Company,  the  buses  shall  be  equipped  with  and  prominently  display 
a  suitable  sign  indicating  that  local  passengers  will  not  be  carried. 

Dated  August  22d,  1921. 


No.  916. 

Tx  THE  Hatter  of  the  Application  of  "Martin  Fries  for  Per- 
mission TO  Operate  an  Auto  Bus  Between  Highland  Park 
AND  Camden,  X.  J. 

1.  A  considerable  and  growing  community  is  entitled  to  have  reasonable 
transportation  facilities  and  should  not  be  deprived  of  such  facilities  merely 
because  it  is  necessary  to  parallel  existing  trolley  lines  to  furnish  thorn. 

2.  Permission  is  given  to  operate  an  auto  bus  between  the  Pennsylvania 
Railroad  ferry  in  Camden  and  Ilighland  Park,  subject  to  ren^trietions  ai>{>Iying 
to  the  transportation  of  passengers  between  points  already  adequately  served. 

Petitioner  appeared  on  his  own  behalf. 

L.  D.  IL  Gilmour,  for  the  Public  Service  Railway  Company. 

This  is  an  application  for  the  approval  by  the  Board  of  permission 
to  operate  an  auto  bus,  commonly  known  as  a  jitney,  over  a  route  part 
of  which  is  also  the  route  of  a  street  railway  line.  Hearing  in  this 
matter,  with  that  of  several  other  applications,  was  held  in  Camden, 
June  20th,  1921. 

The  route  for  which  application  is  made  is  as  follows : 
From  the  Pennsylvania   Pailroad   Ferry,  in  Camden,  to  Federal 
Street  and  Broadway,  via  Broadway  through  Gloucester  to  Hudson 
Street,  to  Highland  Boulevard,  to  Highland  Park.     Returning,  the 
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route  is  the  same  to  Broadway  and  Federal  Street,  thence  continuing 
on  Broadway  to  Market  Street  to  the  Ferry. 

The  route  parallels  in  the  same  street  the  tracks  of  the  Public 
Service  Railway  Company  between  the  Pennsylvania  Railroad  Ferry, 
Camden,  and  Broadway  and  Hudson  Street,  Gloucester,  except  on 
Broadway  between  Federal  and  Market  Streets. 

The  applicant  has  not  received  permits  from  the  municipalities 
through  which  he  proposes  to  operate  but  these  municipalities  have 
signified  their  willingness,  in  writing,  to  issue  such  permits  subject 
to  the  approval  of  the  Board. 

It  developed  from  the  testimony  that  the  only  auto  bus  service  to 
Highland  Park  is  furnished  by  the  applicant  who  is  now  operating 
one  bus  over  this  route,  permit  for  which  was  secured  March  9th, 
1921,  giving  hourly  service;  this  application  is  for  permission  to 
operate  an  additional  bus  in  order  to  furnish  more  frequent  service. 
The  application  was  accompanied  by  a  number  of  petitions  of  en- 
dorsement containing  many  signatures;  one  was  from  Highland 
Park,  another  from  East  Gloucester,  a  community  lying  between 
Gloucester  and  Highland  Park,  and  another  from  the  vicinity  of 
East  Gloucester.  Several  letters  from  parties  interested  endorsing 
the  application  were  submitted. 

From  the  testimony  it  appears  that  Highland  Park  now  has  a 
population  of  from  two  hundred  and  fifty  to  three  hundred  people 
and  is  rapidly  growing,  while  East  Gloucester,  through  which  the 
route  also  passes,  hasi  a  population  of  one  thousand  five  hundred, 
making  a  total  population  served  by  this  line  of  approximately  one 
thousand  eight  hundred.  The  present  bus  in  furnishing  an  hourly 
service,  leaving  Highland  Park. on  the  hour  and  the  Pennsylvania 
Railroad  Ferry,  in  Camden,  on  the  half  hour.  The  Public  Service 
Railway  Company's  tracks  are  located  about  one  and  one-quarter 
miles  from  Highland  Park. 

The  applicant  testified  that  the  principal  reason  he  desired  to  op- 
erate a  second  bus  was  because  the  people  generally  requested  a  half- 
hourly  service  instead  of  the  hourly  service  which  he  is  now  furnish- 
ing. 

It  is  impossible  to  get  from  Highland  Park  to  Camden  without 
paralleling  existing  trolley  tracks  for  some  distance  between  Glouces- 
ter and  Camden.     We  have  here  a  very  considerable  and  growing 
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community'  which  is  entitled  to  have  reasonable  transportation  facili- 
ties and  it  should  not  be  deprived  of  such  facilities  merely  because 
it  is  necessary  to  parallel  existing  trolley  lines  to.  furnish  them,  and 
if  the  a))plicant  is  willing  to  siip])lement  his  present  service  by  the 
installation  of  an  additional  bus  for  the  purpose  of  reducing  the 
headway  from  one  hour  to  one-half  hour,  we  see  no  reason  why  he 
should  not  be  permitted  to  do  so  provided  that  he  receives  or  dis- 
charges no  passengers  after  leaving  the  Pennsylvania  Kailroad  Ferry 
until  after  he  has  passed  the  intersection  of  Broadway  and  Hudson 
Street,  Camden;  and  going  from  Highland  Park  to  Camden,  will 
receive  no  passengers  after  leaving  Broadway  and  Hudson  Street, 
Gloucester;  and  provided  further  that  the  applicant  displays  prom- 
inently u])on  the  bus  a  suitable  sign  to  this  elfect. 

If  the  applicant  is  willing  to  accept  a  permit  under  those  condi- 
tions, an  order  will  be  issued  approving  his  application. 

Dated  August  22(],  1921. 


No.  917. 

Lv  THK  Matter  of  tiik  ArpLicATiox  of  Ciiahles  Acfto  Brs  Com- 

FAXY    FOK    PfUMISSION    TO    OPFRATE    AuTO    BlSIC^S    OX    FaIKVIEW 

Xo.  2  Koi'tf:,  Camdex.  X.  J. 

Api)licati<>ii  for  a])i)i'oval  of  l<Hal  licpiisa-*  to  operate  auto  bus4*s  is  il^^nied 
where  it  appears  that  nuffieient  transportation  facilities  exi>*t  without  use  of 
the  applicant's  buses. 

[hi rid  If.  (ioff,  for  the  Petitioner. 

/>.  /;.  IT,  Gilnwiir  and  IL  IV.  WaMcp,  for  the  Public  Service  Hail- 
way  Co. 

This  is  an  application  for  the  approval  by  the  Board  of  a  license 
granted  by  the  City  of  Camden  to  the  applicant  to  operate  two  auto 
buses,  commonly  known  as  jitneys,  over  a  route  part  of  which  is  also 
the  route  of  a  street  railwav  line. 
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Hearing  in  this  matter  with  that  of  several  otlier  applications, 
was  hehl  in  Camden,  ^fay  14th,  and  June  2()th,  19*^1. 

The  route  hegins  at  the  Pennsylvania  Kailroad  Ferry,  passing  out 
Federal  Street  to  Broadway,  to  Kaighn  Avenue,  to  ^ft.  Ei)hriam 
Avenue,  to  (^ollingswood  Hoad,  into  Fairview.  Returning,  the  route 
continues  out  Broadway,  from  Broadway  and  Federal  Street,  to  ^Far- 
ket  Street^  thence  on  ^Farket  Street  to  the  Ferry.  Tiie  route  i)ar- 
allels  on  the  same  street  the  tracks  of  the  Puhlic  Service  Railway 
Company  outbound  the  entire  distance  to  ^ft.  P^phriam  Avenue  and 
Ferry  Street,  which  is  a  greater  portion  of  the  distance  of  the  total 
route.  Inbound,  the  route  ])arallels  on  tlie  same  street  the  tracks  of 
tlie  Public  Service  Railway  (*om])any  from  Mt.  Ephriam  Avenue  and 
P'erry  Street  to  Broadway  and  Fe<leral  Street,  at  which  ))oint  the 
route  continues  out  Broadway  to  Market  Street,  thence  ]>aralleling 
on  ^larket  Street  the  tracks  of  the  Public  Service  Railway  (*ompanv 
to  the  Ferr\%  The  permit  for  the  oj)eration  of  these  buses  was  issued 
on  Afarch  ir)th,  1J)21. 

The  buses  are  scheduled  to  o])erate  on  a  fifteen  minute  headway 
over  the  route  and  require  al)Out  forty-five  minutes  to  make  tlie  round 
trip. 

There  was  testimony  in  the  form  of  charts,  grapbs  and  tal)ulations 
of  data  indicating  the  number  of  buses  and  trolleys  operated  and  the 
number  of  ])assengers  carried  and  the  seats  furnisluMl  by  both  during 
a  period  of  eighteen  hours. 

The  data  submitted  indicates  that  approximately  sixty-five  per  cent, 
of  the  passengers  carried  on  the  buses  operating  over  this  route,  of 
which  there  are  several,  board  and  alight  from  these  buses  cither 
in  the  village  of  F'airview  or  along  Mt.  Ephriam  Pike,  that  is,  at 
points  where  the  route  does  not  parallel  the  tracks  of  the  Public 
Service  Railway  Company.  The  testimony  further  indicates  that 
there  is  a  great  excess  of  seats  furnished  by  both  methods  of  trans- 
portation over  and  above  the  number  of  passengers  carried  in  and 
out  of  Fairview  and  the  immediate  vicinity;  also  that  the  buses  are 
carrying  seventy-five  per  cent,  of  the  total  nund)er  of  passengers, 
while  the  cars  are  only  carrying  twenty-five  per  cent,  in  and  out  of 
Fairview.  It  is  apparent,  therefore,  that  while  tbe  buses  are  carry- 
ing a  large  percentage  of  the  total  passengers,  yet  with  the  existing 
transportation  facilities,  the  traffic  is  being  am])ly  provided  for. 
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From  the  testimony  it  also  appears  that  the  Fairview-Mt.  Ephriam 
Avenue  buses  carry  passengers  from  Mt.  Ephriam  Avenue  to  Broad- 
way, whereas  the  Sixth  and  Eighth  Street  Line  of  the  Public  Service 
Railway  Company  does  not  operate  to  Broadway,  Sixth  Street,  upon 
which  the  car  line  operates  in  this  locality,  being  one  block  east  of 
Broadway. 

From  the  testimony  it  also  appears  that  there  is  an  excess  of  car 
seats  being  furnished  on  the  Sixth  and  Eighth  Street  Line. 

It  was  developed  by  the  Public  Service  Railway  Company  that  the 
village  of  Fair\aew  had  been  created  by  the  Federal  Government 
incident  to  the  war  and  that  the  company  had  been  compelled  to 
construct  at  great  expense  a  connection  from  its  regular  line  on 
Broadway  to  and  into  the  village,  together  with  the  necessary  equip- 
ment to  maintain  service.  It  was  argued  by  the  company  that  this 
should  be  considered  as  an  element  in  this  matter. 

A  resume  of  the  testimony  convinces  the  Board  that  sufficient  trans- 
portation facilities  exil^t  without  the  use  of  the  applicant's  buses  to 
provide  a  reasonable  service  in  and  out  of  Fairview  and  its  immediate 
vicinity  and,  further,  that  there  are  sufficient  existing  transportation 
facilities  along  Mt.  Ephriam  Avenue  to  provide  reasonable  service 
without  the  use  of  th^  applicant's  buses.  The  application  is  there- 
fore denied. 

Dated  August  22d,  1921. 

ORDER. 

The  Board  having  on  the  twenty-second  day  of  August,  one  thou- 
eand  nine  hundred  and  twenty-one,  made  and  filed  a  report  in  the 
above-mentioned  matter,  which  report,  by  reference  thereto  herein, 
is  made  part  hereof,  the  Board  hereby  finds  and  determines  that  the 
privileges  or  franchises  to  operate  auto  buses  granted  to  the  Charles 
Aceto  Bus  Company  by  the  City  of  Camden,  a  political  subdivision 
of  this  State,  on  the  fifteenth  day  of  March,  one  thousand  nine 
hundred  and  twenty  one,  are  not  necessary  and  proper  for  the  pub- 
lic convenience  and  do  not  properly  conserve  the  public  interests  and 
the  Board  of  Public  Utility  Commissioners  hereby  orders  the  ^me 
disapproved. 

Dated  September  8th,  1921. 
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No.    918. 

Ix  THE  Matter  of  the  Application  of  the  Phillipsburo  Transit 
Company  for  Increase  in  Street  Railway  Fares. 

A  street  railway  coinpany  operating  in  New  Jersey,  also  across  the  Delaware 
river  between'  Phlllipsburg  and  Easton  and  in  the  city  of  Easton,  is  permitted 
to  increase  ite  rate  from  five  cents  to  seven  cents,  it  appearing  that  the  fare 
for  the  interstate  fare  and  the  fare  in  Easton  is  seven  cents,  and  the  revenues 
under  the  five-cent  fare  are  insufficient. 

T.  J.  PerkinSj  for  the  Petitioner. 

John  M,  Cody,  Sylvester  C.  Smith  and  Oeorge  L,  Record,  for 
Phillipsburg. 

The  petition  alleges: 

"That  the  petitioner  operates  a  street  railway  system  in 
the  Town  of  Phillipsburg,  the  Township  of  Pohateong  and 
the  Borough  of  Alpha  (all  in  the  State  of  New  Jersey),  and 
also  operates  its  ears  to  the  line  between  the  States  of  New 
Jersey  and  Pennsylvania  on  the  Delaware  River  bridge  be- 
tween the  Town  of  Phillipsburg,  New  Jersey,  and  the  City 
of  Easton,  Pennsylvania. 

"That  the  petitioner  proposes  to  change  its  rate  of  fare 
from  five  cents  to  seven  cents  for  a  single  trip  between  any 
points  on  its  system.  The  street  railway  system  of  the  Phil- 
lipsburg Transit  Company  connects  with  the  street  railway 
system  of  the  Easton  Transit  Company,  which  operates  in  the 
City  of  Easton,  Pennsylvania,  and  vicinity,  at  the  state  line 
aforesaid,  this  connection  affording  a  joint  transportation 
service  between  points  on  the  systems  of  the  two  companies. 
The  rate  of  fare  on  the  Easton  Transit  Company's  sy-stem  is 
seven  cents  per  zone,  and  the  same  rate  of  fare  obtains  for 
the  joint  interstate  service  between  points  on  petitioner's 
system  and  points  in  Easton.  (Note:  Interstate  passengers 
are  allowed  transfer  privileges  in  Easton  of  the  seven-cent 
fare.) 
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"Tliat  the  petitioner  intends  to  give  notice  of  the  propo^^eil 
increase  in  fares  hy  serving  notice  on  the  municipal  authorities 
of  the  Town  of  'Phillipshurg,  the  Township  of  Pohatcong  and 
the  Borough  of  Alpha,  together  with  such  notice  of  the  time 
and  place  fixed  for  hearing  as  the  Board  may  direct. 

"That  the  reai^on  for  the  increase  in  fares  ])r()]K)sed  is  to 
enahle  the  company  to  meet  its  increased  operating  expenses. 
"That  the  appraised  value  of  the  company's  ])roporty  in  the 
year  1914  was  $327,373.23,  without  any  allowance  for  leased 
property,  materials  and  supplies  or  working  capital. 
"That  said  amount  includes  no  intangihle  capital. 
"That  in  1918,  under  the  existing  five  cent  fare,  the  deficit 
was  $13,572.92;    in  1919  the  deficit  was  $20,0()3.82.*' 
The  predecessors  of  the  present  Board  held  hearings  in  this  matter 
on  :\Iay  13th,  1920,  and  June  24th,  1920.     It  was  then  stipulated  hy 
counsel  that  the  proposed  increase  in   rate  should   not   he  effective 
until  the  matter  had  heen  passed  upon  hy  the  Board. 

Further  hearings  were  held  hy  the  present  Board  on  April  2Gth 
and  June  7th,  1921,  and  the  previous  record  made  a  part  of  the 
record  hefore  the  present  Board.  The  matter  was  taken  to  conference 
June  7th,  pending  suhmission  of  hriefs  on  hoth  sides  at  a  later  date. 
The  petitioner  was  incorpi>rated  April  9th,  1887,  hy  a  special  act 
of  the  Xew  Jersey  Legislature  and  the  supplement  to  same  approved 
Fehruary  27th,  1868,  and  hegan  railway  operations  in  the  year  1871. 
Ninety-nine  and  ninety-five  hundredths  per  cent,  of  its  stock 
(amounting  in  all  to  $320,300)  is  owned  hy  the  Easton  Transit 
Company,  which  operates  the  street  railways  in  Easton  and  outlying 
communities.  The  manager  of  the  Phillipshurg  Transit  Company 
descrihed  its  system  and  operation  suhstantially  as  follows: 

Starting  at  the  Interstate  Line  on  the  Delaware  River 
Bridge,  the  system  hranches  at  the  Pennsylvania  Railroad 
crossing  at  Union  Square  (in  Philli|>sl)urg),  divides  into  two 
lines,  one  extending  south  along  Main  Street  to  a  terminus 
at  Alpha,  outside  the  city  limits,  the  distance  of  that  line  be- 
ing a  little  less  than  four  miles.  The  other  line  is  the  North 
Alain  Street  Line,  which  traverses  certain  streets  to  the  north 
to  a  terminus  on  Center  Street  within  the  city  limits,  near 
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the  IngersoU  Rand  plant,  a  distance  of  al)out  two  and  three- 
qnarters  miles.  Both  of  these  lines  are  single  track  lines  and 
we  operate  nine  cars  on  regular  schedule,  the  total  trackage 
heing  a  little  les^s  than  seven  miles.  The  Phillipshurg  system 
connects  with  the  line  of  the  Ea.ston  Transit  Company  oper- 
ating in  p]aston  and  vicinity,  the  connecting  point  heing  at 
the  middle  of  the  Interstate  Delaware  River  Bridge  hetween 
Phillipshurg  and  Kaston.  (Xote:  The  track  and  hridge  he- 
long  to  the  hridge  company,  for  which  the  Easton  Transit 
Company  pays  an  annual  rental  of  ahout  $3,724.) 

The  general  traffic  arrangement  l)etween  the  two  companies 
for  joint  service  has  heen  somewhat  as  follows:  For  some 
years  the  Phillii)shurg  Company  operated  across  the  Inter- 
state hridge  and  along  Xorthampton  Street  to  Center  Square, 
Easton.  Some  time  ago,  however,  the  Philliixshurg  Transit 
Company  was  advised  hy  its  lawyers  that  the  charter  of  the 
Phillipshurg  Transit  Company  granted  no  right  for  it  to  do 
husiness  outside  of  the  state,  and  that  there  is  no  state  law 
which  granted  any  such  right.  The  ])etitioner  was  further 
advised  that  it  would  he  wise  to  remove  this  illegality,  and  if 
possible,  to  continue  the  service  which  of  course  was  a  c(m- 
venience  and  henefit  to  thejniblic.  It  was  therefore  proposed 
that  the  'Phillipshurg  Company  should  operate  to  the  state 
line  and  the  Easton  Company  should  operate  from  that  point 
to  points  on  its  system  in  the  State  of  Pennsylvania.  The 
most  natural  way  to  have  done  this  would  have  heen  for  each 
company  to  issue  a  transfer  good  upon  the  lines  of  the  other 
company.  The  franchises  of  the  Phillipshurg  Company  pro- 
vide that  patrons  of  that  line  are  to  he  given  a  transfer  good 
in  the  first  fare  zone  of  the  Easton  Company,  and  it  was  also 
found  that  the  traffic  in  each  direction  was  substantially  equal, 
that  is,  *  *  *  the  easthound  traffic  from  Easton  was  sul>- 
stantially  equal  to  the  westbound  traffic  from  Phillipshurg. 
The  most  natural  way  would  have  heen  to  arrange  for  the 
transfer  of  these  passengers  at  the  Interstate  line  on  the 
bridge.  But  in  view  of  the  fact  that  the  traffic  was  equal,  and 
in  order  to  avoid  the  transfer  of  these  passengers  and  the  in- 
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convenience  to  the  public,  an  arrangement  was  naade  whereby 
the  cars  were  run  through;  passengers  do  not  have  to  change 
cars  or  go  through  the  transfer  performance,  and  each  company 
retains  the  amount  of  fare  it  collects  for  the  business  origi- 
nating in  its  own  territory.  This  makes  an  equitable  arrange- 
ment for  each  company,  gives  them  the  same  revenue  that  they 
would  get  as  if  the  cumbersome  transfer  scheme  was  used, 
and  at  the  same  time  is  a  convenience  and  benefit  to  the  pub- 
lic. That  is  the  arrangement  that  is  now  in  effect.  The 
Phillipsburg  Transit  Company  in  Easton  owns  no  property 
in  Easton. 
The  petitioner  put  in  its  affirmative  case  somewhat  along  the  fol- 
lowing lines. 

VALUE  OF  PROPERTY  DEVOTED  TO  PUBLIC  USE. 

As  stated  in  its  petition,  the  Board  made  a  valuation  of  the  com- 
ipany's  property  as  of  the  year  1914  in  the  amount  of  $327,378.23, 
this  valuation  having  been  made  in  connection  with  the  application 
of  the  Phillipsburg  Horse  Car  Eailroad  Company  (predecessor  of  the 
petitioner)  for  permission  to  issue  $400,000  worth  of  stock  in  addition 
to  the  $30,000  then  outstanding.^  The  Board  gave  approval  of  the 
issue  of  $296,300  in  addition  to  the  $30,000  of  capital  then  out- 
standing, making  a  total  capitalization  approximating  the  appraised 
value.  The  details  are  given  in  the  Board's  sixth  annual  report  for 
the  year  1915,  at  pages  118  et  seq.  Additions  made  since  that  date 
to  December  31st,  1920,  bring  the  total  amount  up  to  $348,779.58. 
The  results  of  operation  for  the  years  1917,  1918  and  1919,  together 
with  the  estimated  results  for  the  year  1920,  were  submitted  in  Ex- 
hibit P-4  appended  to  the  petition.  The  Board  has  since  received  the 
annual  report  of  the  company  giving  the  exact  figures  for  the  year 
1920  on  a  basis  of  six-cent  fare  for  January  and  February  and  a  seven- 
cent  fare  from  March  1st,  1920,  for  interstate  traffic  and  five  cents  for 
traffic  within  the  State  of  New  Jersey.  The  1920  results  are  shown 
in  Table  I  following: 
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TABLE  I. 

INCOME     STATEMENT    OF    PIULUPSBURG    TRANSIT    CO.    FOR    THE    YEAR    ID'iO    AS 
SHOWN   IN  ITS  ANNUAL  REPORT   TO  THIS  BOARD    (CENTS  OMITTED). 

Passenger  Revenue   $141,108 

Other  Transportation  Revenue  77 

Miscellaneous  Revenue   2,323 

Total  Operating  Revenue   $143,508 

Operating  Expenses: 

1.  Way  and  Structurea $14,601 

2.  Equipment    13,715 

3.  Power    2S,G91 

4.  Conducting  Transportation    77,105 

5.  General  and  Miscellaneous    20,(iGii 

$154,915 

Taxes   10,567 

Revenue    Deductions    l(i5,4S2 

Railway  Operating  Deficit    $21,974 

Non-operating  Income   5 

Net  Corporate  Deficit  for  1920 $21,960 

The  railway  operating  deficit  as  shown  in  Table  I  approximated 
$21,970.  Counsel  for  the  municipality  claimed  that,  as  the  Phillips- 
burg Transit  Company  was  a  subsidiary  of  and  entirely  controlled 
and  operated  by  the  Easton  Transit  Company,  the  operating  agree- 
ments between  them  should  be  subjected  to  rigid  scrutiny. 

Two  agreements  for  joint  operation  and  apportionment  of  expenses 
were  submitted  in  the  record.  Exhibit  P-14  was  the  agreement  made 
the  11th  day  of  January,  1917,  between  the  Easton  Transit  Company 
and  the  petitioner.  This  agreement  provided  that  the  cars  of  the 
petitioner  might  operate  along  the  lines  of  the  Easton  Transit  Com- 
pany from  Xorthamption  Street  to  Centre  Square,  and  providing  for 
the  storing  and  repairing  of  cars  of  the  petitioner  in  the  barns  and 
shops  of  the  Easton  Company,  the  Easton  Company  agreeing  to  provide 
and  maintain  the  lines  in  Easton  to  permit  of  such  operation,  and  to 
accept  transfers  from  the  passengers  of  the  Phillipsburg  Company,  at 
Centre  Square,  such  transfers  to  be  good  on  any  of  the  lines  of  the  said 
Easton  Company  within  the  five-cent  fare  limit  (effective  in  1917). 
The  Easton  Company  also  was  permitted  to  operate  its  cars  upon  such 
terms  as  might  be  agreed  upon  in  the  State  of  New  Jersey.    The  peti- 
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tioiier  agreed  to  pay  the  rental  for  operating  its  cars  over  the  tracks  of 
the  Easton  Delaware  Bridge  Company  and  to  pay  all  charges  and  all 
taxes  due  to  the  State  of  Xew  Jersey,  or  municipal  authorities,  all 
taxes  on  cars,  franchises  and  other  taxes  and  assessments  in  the 
States  of  New  Jersey  and  Pennsylvania;  and  the  petitioner  further 
agreed  to  pay  to  the  Easton  Company  two  cents  per  cash  passenger 
crossing  the  Easton  Delaware  Bridge,  it  heing  understood  and  agreed 
that  70.07  per  cent,  of  the  total  cash  passengers  of  the  Phillipshurg 
Company  cross  said  bridge;  1/12  of  15  per  cent,  of  the  investment 
cost  of  track,  paving  and  overhead  line  on  East  Northampton  Street, 
it  l)eing  understood  and  agreed  that  such  investment  cost  at  the 
time  of  this  agreement  was  $9,463.96;  also  1/13  of  15  per  cent,  of 
the  Easton  Company's  investment  cost  of  car  barn  and  shop  facili- 
ties, it  being  understood  and  agreed  that  such  investment  cost  at  the 
time  of  this  agreement  was  $101,928.53. 

All  the  fares  collected  on  the  Phillipshurg  Company's  cars  in  New 
Jersey  and  Pennsylvania  were  to  be  the  property  of  the  Phillipshurg 
Comj)any,  and  the  Easton  Company  was  to  retain  all  fares  collected 
by  it  from  passengers  transferred  from  the  Easton  Company's  lines 
to  the  Phillipshurg  Company's  lines.  The  effective  date  of  this  con- 
tract was  retroactive  to  February  16th,  1915. 

The  second  contract  was  made  the;  22d  day  of  December,  1919, 
l)etween  the  same  parties.  This  contract  provided  that  the  Easton 
Company  should  operate  tiie  cars  of  the  petitioner,  delivered  to  it 
at  the  state  line  between  the  States  of  Pennsylvania  and  New  Jersey 
on  the  said  Easton-Phillipj^burg  bridge,  in  both  directions  to  and 
from  Centre  Square,  Easton,  and  such  other  points  as  might  he 
mutually  agreed  upon  *  *  ♦  and  the  Easton  Company  was  to 
supply  the  necessary  power  and  pay  all  the  cost  and  expense  of  such 
operation  including  the  entire  rentals  which  might  be  exacted  for 
the  use  of  the  Interstate  bridge;  that  the  Phillipshurg  Company 
should  operate  its  cars  used  in  the  joint  through  interstate  service 
in  its  territory  and  deliver  the  same  to  the  Easton  Company  at  the 
said  state  line  for  the  operation  in  Pennsylvania;  that  the  Easton 
Company  should  provide  for  the  storing  and  repairing  of  the  cars 
of  the  petitioner  in  the  barns  and  shops  of  the  former  company,  the 
cost  of  labor  and  materials  used  in  repairs  being  charged  to  the 
Phillipshurg  Company  in  addition  to  the  payments  provided  for  in 
Article  Six  of  the  contract.     That  each  company  should  collect  from 
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every  passenger  boarding  its  cars  in  its  territory  the  joint  througli 
interstate  fares  for  the  full  trip  within  the  city  fare  zones  of  both 
companies  and  retain  the  amount  so  collected,  it  i)eing  understood 
that  the  division  of  the  joint  fares  provided  for  was  entered  into  in 
order  to  simplify  accounting  and  because  the  number  of  interstate 
passengers  traveling  in  each  direction  across  the  P]a>ton-rhillipsburg 
bridge  was  substantially  equal.  Provision  was  made  for  the  modifica- 
tion of  this  provision  if  the  traflfic  investigation  warranted  it.  That 
each  company  should  pay  as  rental  for  cars  of  the  other  company 
used  in  its  service  the  cost  of  maintenance  determined  on  a  car 
mileage  basis  and  for  interest,  depreciation,  insurance  and  taxes, 
I'i  per  cent.  ])er  annum  on  the  cost  of  such  cars,  interest  being  taken 
at  six  ])er  cent,  of  cost.  That  the  cost  and  expense  of  maintaining 
the  joint  through  interstate  service  covered  by  this  agreement  should 
be  divided  between  and  lM)rne  hy  the  ])arties  as  follows:  Each  party 
shall  pay  and  bear  all  of  its  fixed  charges  and  all  taxes  and  assess- 
ments imposed  on  its  property  or  business;  that  the  Phillipsburg 
Company  sball  pay  to  the  Easton  Company  certain  charges  (men- 
tioned in  the  contract)  apportioned  on  a  car  mileage  basis,  that  is. 
the  same  pro[)ortion  of  the  total  ex[)enditure  by  the  Easton  Company 
for  joint  account  for  items  enumerated  wbich  the  car  mileage  on  the 
rhillij)sburg  system  bears  to  the  total  car  mileage  on  the  two  systems. 

Counsel  for  the  municipality  objected  to  this  change  of  contract 
and  asked  that  the  petitioner  supply  information  as  to  what  would 
have  been  the  results  of  operation  of  the  system  in  1920  if  the  1917 
contract  were  in  effect  during  1920  instead  of  tliat  of  1919  upon 
whicli  the  income  statement  shown  in  Table  I  is  predicated.  The 
|)etitioner  furnished  this  in  Exhibit  P-IG,  which  shows  that  the  deficit 
of  $20,063.80  in  1919,  had  the  old  agreement  been  in  effect,  would 
have  been  increased  by  sul)stantially  $1(),500.  Counsel  for  the  munici- 
palities submitted  no  evidence  but  reserved  the  summing  up  of  their 
objections  for  statement  in  their  formal  brief  filed  in  the  matter. 

In  their  brief,  counsel  for  the  petitioner  claim  that  the  Easton 
Company  absorbs  an  undue  share  of  the  interstate  revenue,  and  in 
proof  of  same  submitted  a  statement  of  adjusted  receipts  and  ex- 
penses of  the  Phillipsburg  Transit  Company  for  the  year  1920  modi- 
fied on  the  theory  that  the  |>etitioner  should  have  the  right  to  be 
credited  with  the  entire  revenue  from  interstate  traffic  at  the  rate 
of  seven  cents  per  fare,  subject   to  certain  deductions  for  services 
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rendered  by  the  Easton  Company.  It  is  not  clear  to  the  Board  tliat  the 
Phillipsburg  Transit  Company  has  a  right  to  have  such  allocation  of 
revenue  from  interstate  business  made  to  it.  For  the  purposes,  how- 
ever, of  setting*  forth  the  contention  of  counsel  for  the  municipalities. 
Table  II  with  modifications  which  should  be  made  to  follow  the 
weight  of  the  evidence  in  parallel  column  is  given  as  follows: 

TABLE  II. 

COMPUTATION    OF   ADJUSTED   RE^•ENUE    AND   EXPENSE    OF   PHILLIPSBURG    TRANSIT 

COMPANY  SUBMITTED  BY  COUNSEL  FOR  PniLLIPSBURG  AND   IN   PARALLEL 

COLUMN,  AMENDMENTS  THERETO  MADE  BY  THE   BOARD. 

'  PhiUipsburg 
Ref.  Counsel's  Description  of  Items.  Counsel.  Board. 

Ex.P-20    Revenue- 
Total  interstate  passengers,  2,653,384 

at  7  cents   $185,737.88    $185,737.8^ 

Ex.P-20        Phnilpsburg  passengers,   1,060,758  at 

5  cents    53,037.00        53,037.90 

Ex.P-10        Miscenaneous  76.65  76.65 

Bx.P-19         Non-tranaportjation   revenue    2,328.03  2,323.32 

Ex.P-8  Due  from  Easton  Co.  1919 2,189.94     

Total  revenue    $243,370.40     $241,175.75 

Ex.P-19     Operating  Expenses,  Phillipsburg  Tian- 

sit  Co $165,481.50     $165,481.50 

Wages,  motormen  and  conductors  be- 
tween Delaware  Bridge  and  Center 
Square  (%  mile)  compared  with 
average  run  in  Phillipsburg. 

Ex.P-19  1/16  of  $64,885.01   4,000.00        10,0a3.00  ( i ) 

Bridge  rental 3,500.00  3,724.00 

Rental  of  tracks  in   Easton    (Counsel's 

estimate)     3,750.00  3,750.00 

Cost  of  power  4,000.00  2,177.00(2) 

Ex.P-24     160,640    tripper    passengers   50%    of   7 

cents  or  3.5  cents 5,622.33  5,(>22.,33 

Ex.P-24  872,888  transfer  passengers  to  and  from 
points  beyond  Centre  Sq.  (in  Eas- 
ton) average  of  0.50  mile  out  of  total 

averagiB  of  3  miles  at  1.3  cents 11,347.54        30,860.51  (3  * 

Franchise  and  gross  receipts  taxes  in 
New  Jersey  on  amount  of  revenue  in 
excess  of  $143,508  (at  7.11  per  cent, 
of  $97,672)    6,944.48 

$197,701.37     $228,622.82 

-  Net  revenue  on  this  basis 45,606.03         12.552.93 

Return  in  per  cent,  on  $348,780 13.08%  3.60% 
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Ex.P-25,     (^)For  $872,XS8  pasBengers  mileage  charge  is  872,^S88  x 

pg.  34  0.5  X  1.37S0    or    $0,018.12 

For  872,888  pa8i»enger«  standby  charge  is  872,8KS  x 

0.5  X  5.002  or   24,842.30 

For  872,888  passengers  toUl  Easton  cost  is $30,800.51 

(2)Pro  rated  on  car  mile  basis  30,072  X  $28,«)1  =  $2,177. 

483,207 
(1)  Testimony,  p.  08  of  0/24/20  says  about  $10,000  or  7  minutes  per 
round   trip  of  0.402  m.  30,672  car  miles  per  trip   =   71.530 

0.402 
annual  trips.     At  7  minutes  per  trip  this  is  8,(>08  car  hours, 
(^ost  per  car  hour  is  (W,885  —  $1,157;    hence  8,(«)8   x    1  157 

5(J,0J)1 
or  $10,0<>3  is  cost  of  platform  wages. 

As  computed  by  the  Philli})t?lnirflr  counsel  in  its  brief  and  abstracted 
in  Table  IL  the  net  revenue  is  claimed  to  be  $45,600.0;],  or  13.08  i>er 
cent  return  on  the  value  of  $348,788.  In  a  parallel  column  under  Uie 
caption  of  "Revenue"  the  Board  excludes  the  value  of  $2,189.94,  this 
being  apparently  an  amount  due  on  a  settlement  for  1918  and  not  a 
part  of  the  19<?0  revenues,  nor  a  revenue  which  will  continue  from 
year  to  year. 

The  Board  determines  the  wa^es  to  be  paid  platfonn  men  on  the 
basis  of  the  testimony  shown  on  page  98  of  the  liearing  of  June  21th, 
1920,  taken  in  connection  with  statistics  shown  in  the  company's  an- 
nual report  for  1920.  The  witness,  as  cited  on  page  98,  stated  that  the 
cost  of  this  operation  for  wages  of  platform  men  appro.ximated  $10,- 
000.  To  check  this  up,  the  Board  takes  tJie  testimony  that  it  requires 
seven  minutes  for  the  round  trip  of  0.492  miles,  and  that  36,672  car 
miles  wore  run  in  the  year,  indicating  74.536  annual  trips,  which  at 
seven  minutes  per  trip  would  be  equivalent  to  8,698  car  hours.  The 
cost  per  car  hour  is  ascertained  by  dividing  the  platfonn  wages  of 
$64,888  by  56,09]  car  hours,  giving  a  total  of  $1,157,  which,  multiplied 
by  8,698,  gives  $10,063  for  the  cost  of  this  operation. 

The  record  in  the  case  indicates  that  the  bridge  rental  is  $3,724 
(petitioner's  brief,  page  35).  With  respect  to  cost  of  power,  the  coun- 
sel's figure  of  $4,000  is  too  high.  The  total  numbci  of  car  miles 
operated  on  East  Northampton  Street  is  36,272  out  of  483,267  car 
miles  operated  on  the  Phillipsburg  system.  The  cofit  of  the  latter 
operation  for  power  being  $28,691,  would  indicate  by  proportior  a 
figure  of  $2,177  for  tlie  cost  of  jiower.  With  respect  to  the  cost  of 
transporting  the  872..^88  transfer  passeng»^rs  to  and  from  points  be- 
18 
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yond  Center  Square,  Easton,  counsel  for  Phillipsburg  make  a  compu- 
tation by  assuming  that  each  of  these  transfer  passengers  rode  a  half 
a  mile  at  a  cost  of  1.3  cents  per  mile. 

A  study  of  Dr.  Conway's  analysis  of  the  cost  from  which  the  incor- 
rect figure  of  1.3  cents  is  taken  would  indicate  that  this  was  only  a  part 
of  the  cost  of  handling  these  transfer  passengers.  The  movement  cost 
per  mile,  as  shown  in  Exhibit  P-25,  prepared  by  Dr.  Conway,  indieetes 
that  tlie  movement  cost  per  mile  is  1.3789  cents,  and  the  movement 
cost  to  the  Easton  Transit  Company  in  amount  is  $257,416.29.  This 
is  not  the  total  cost,  however,  incurred  by  the  company  with  respect 
to  sueli  pavssengei*s,  for  the  rea«)n  that  $471,183.16  of  other  cost  is  also 
incurred,  which,  divided  by  8,277,888  passengers  (in  fares),  gives  a 
standby  charge  for  initial  and  transfer  passengers  of  5.692  cents  per 
passenger.  Assuming  that  this  should  be  divided  equally  between 
initial  and  transfer  pa.^sengers  would  give  a  cost  (for  each  of  the  872,- 
888  transfer  passengers  for  the  standby  charge)  of  2.846  cents.  The 
sum  of  these  two  costs  would  indicate  that  the  total  cost  on  the  basis 
of  Exhibit  P-25  would  be  $30,850.51  instead  of  the  $11,374.54  shown 
in  the  Phillipsburg  counsers  estimate. 

In  addition  to  the  foregoing  changes,'  the  increase  in  revenue  above 
the  $143,507  received  in  1920  would  l)e  charged  with  taxes  for  fran- 
chise and  gn)ss  recei])ts  in  lieu  of  personal  property  tax.  This  tax,  on 
a  ])ra  rated  basis,  would  amount  to  $6,944.48,  which  is  omitted  by 
counsel  for  Phillipsburg  from  computation  shown  in  Table  II.  The 
adjusted  net  revenue  as  found  by  the  Board  on  the  assumption  made 
by  the  counsel  for  Phillipsburg  would  indicate  a  net  revenue  of  $12,- 
552.93,  or  3.6  per  cent,  on  the  capital  base 

Petitioner's  counsel  might  with  equal  justice  set  up  a  contention 
along  the  lines  of  the  objector's  counsel,  assuming  that  it  should  re- 
ceive seven  cents  on  each  interstate  passenger,  paying  to  the  petitioner 
a  mileage  rate  for  such  passengers  transported  in  New  Jersey,  as  sug- 
gested by  the  objector's  counsel  in  its  bi-ief  (the  figures  for  which  were 
set  up  in  Table  IT).  If  the  computation  were  made  strictly  along  the 
lines  of  the  objector's  counsel,  as  shown  in  Table  II,  it  would  indicate 
that  the  petitioner's  deficit  on  its  1920  business  would  exceed  $50,000. 

In  order  to  determine  definitely  the  cost  to  the  Easton  Transit  Com- 
pany of  the  senice  as  rendered  to  the  petitioner.  Dr.  Conway  prepared 
Exhibit  P-25  entitled  ''Studv  oif  the  Cost  of  the  Service  to  the  Easton 
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Transit  Company  in  Connection  with  Handling  Interstate  Business  in 
Conjunction  with  Phillipsburg  Transit  Company."  In  preparing  this 
exhibit.  Dr.  Conway  used  the  so-called  "Wisconsin"  method,  dividing 
costs  into  several  classes,  which  in  the  final  result  were  allocated  partly 
to  standby  or  terminal  costs  per  passenger  and  partly  to  movement 
cost  per  mile  per  passenger.  As  hereinbefore  referred  to,  his  conclu- 
sion was  that  on  a  ba^is  of  1920  operations,  a  standby  cost  per  pas- 
senger (in  fare)  was  5.692  cents,  and  that  the  movement  cost  for  each 
mile  which  a  passenger  travels  is  1.3789  cents.  In  arriving  at  these 
figures,  a  net  return  upon  the  investment  arrived  at  in  transportation 
was  taken  at  $152,190.97.  Using  these  figures.  Dr.  Conway  arrived 
at  a  conclusion  that  the  amount  of  revenue  received  by  the  Phillips- 
burg Transit  Company  would  not  equal  its  pro  rated  cost  of  handling 
the  interstate  business  by  the  amount  of  $13,411,  as  shown  by  the 
following  Table  III. 

TABLE   III. 

FROM  EXHIBIT  P-25,   P.  34-35. 

Cash  pasaengers  eastbouDd  in  interstate  traffic — 

The  number  of  cash  passengers  boarding  Easton  Company  cars 

and  riding  eastbound  to  PhiUipsburg  is  (page  8)    1^26,692 

On  this  business,  the  E^aston  Company  is  entitled  to  its  "stand-by** 
cost  of  5.0920  cents  per  passenger  (including  the  ready-to-serve 
cost  on  transfer  passengers)   or $75,515.31 

In  addition,  the  Elaston  Company  must  defray  the  expenses  inci- 
dent to  the  movement  of  the  interstate  paflsengere  over  its  lines. 
This  represents  the  total  passenger  mOes  traveled  over  the 
Easton  Company's  lines  by  such  passengers,  or  1,961,016  pas- 
senger miles  (page  13),  which  at  1.3789  cents  per  passenger  mdle 
equate    27,040.45 

To  which  must  be  added  the  rental  paid  by  Easton  Company,  for 

use  of  trackage  to  the  Ekiston  Delaware  River  Bridge  Company,       3,724.02 

Grand  Total $106,279.78 

For  handling  the  above  business,  the  Easton   Transit  Company, 
under  the  contract  of  December,  1919,  receives  7  cents  (or  full 
interstate  cash  fare)   on  all  eastt>ound  interstate  cash  paii^en- 
gers  which,  as  previously  shown,  in  1920,  was  1,326,692.* 
1,326,692  at  7  cents - 92,868.44 

Ix)S8 $13,411.34 

♦As  a  matter  of  fact,  the  Easton  Company  received  5  cents  and  6  cent«  from 
such  traffic  during  January  and  February,  1920.  The  above  comparison  assumes 
that  the  7-cent  interstate  rate  was  effective  throughout  the  year. 
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In  the  same  exhibit,  pages  40  and  41,  Dr.  Conway  calculated  the 
^st  of  the  Easton  Company  of  handling  the  interstate  traflBc  of  the 
petitioner  and  the  net  revenue  received  by  it  above  such  net  cost 
from  the  petitioner.  On  {mge  41  he  states  his  conclusion  that  the 
net  return  arrived  at  for  this  class  of  traffic  was  $7,898.07  in  excess 
of  the  $84,970.37  cost  of  service  excluding  return  on  property. 

If,  during  the  year  1920,  the  company  had  charged  seven  cents  on 
its  intrastate  business  instead  of  five  cents,  it  would  have  received 
two  cents  more  on  eacli  of  the  1,060,758  fares  received,  or  a  total 
of  $21,215.16.  Out  of  this  amount,  however,  it  would  have  been  re- 
quired to  pay  for  taxes  on  the  1920  basis  7.11  per  cent,  or  $1,508.40; 
this  would  leave  approximately  $19,700  of  additional  revenue.  In 
addition  to  this  it  would  have  received  one-half  cent  revenue  on  the 
interstate  fares  received  during  the  months  of  January  and  February, 
when  a  six-cent  interstate  fare  was  in  effect.  Had  a  seven-cent  fare 
prevailed  for  all  business  during  the  year  1920,  l)oth  on  the  intra- 
state and  interstate  business,  the  company's  taxes  and  operating  ex- 
penses would  have  very  nearly  approximated  the  revenues  received 
under  such  seven-cent  fare,  but  the  company  would  have  received  no 
return  on  its  capital  of  $347,788. 

Vice  Chancellor  Pitney,  in  his  opinion  in  "Long  Branch  r.  Tintern 
]\fanor  Water  Company,  X.  J.  E.,  Vol.  70,"  stated  that  it  was  help- 
ful to  compare  the  rates  of  different  companies  operating  under  sub- 
stantially the  same  conditions  in  order  to  determine  the  reasonable- 
ness of  the  rates  in  question. 

Wm.  L.  Doyle,  as  receiver,  operated  the  traction  system  of  the 
Northamption,  Easton  and  Washington  Traction  Company,  operating 
between  Port  ^lurray  and  a  terminus  in  Phillipsburg,  the  miles  of 
track  operated  being  18.012.  During  the  entire  year  1920  the  Re- 
ceiver operated  this  company  under  a  seven-cent  fare.  The  railway 
operating  revenues  under  this  schedule  were  (cents  omitted)  $86,370, 
the  operating  expenses  and  taxes  were  $77,721,  and  the  railway  op- 
erating income  was  $8,649  and  the  net  corporate  loss  for  the  year 
$28,354.  Fnder  a  five-cent  fare  the  loss  in  operating  would  have 
been  about  $15,000,  with  no  return  on  capital.  Tlie  terminus  of  this 
road  in  Phillipsburg  is  approximately  at  the  intersection  of  Sit- 
greaves  and  Stockton  Streets,  about  six-tenths  of  a  mile  from  Union 
Square  in  Phillipsburg,  along  the  line  of  the  petitioner's  railway  on 
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South  Main  Street.  Passengers  from  points  between  Washington  and 
Phillipsburg  must  pay  the  full  fare  upon  taking  the  cars  of  the 
petitioner  from  Union  Square  without  any  traffic  agreement  existing 
so  far  as  known  to  the  Board. 

In  addition  to  the  fact  that  the  Northampton,  Easton  and  Wash- 
ington Traction  Company  has  l)een  granted  a  seven-cent  fare,  it  is 
pertinent  to  remark  that  no  other  traction  company  in  the  State  of 
New  Jersey,  with  the  single  exception  of  the  petitioner,  at  the  present 
time  operates  at  a  fare  of  less  than  seven  cents. 


CIIAIIACTKK  OF  SERVICE  RENDERED. 

We  have  considered  the  complaints  of  the  municipality  with  refer- 
ence to  the  character  of  the  service  and  are  of  the  opinion  that,  in 
view  of  the  difficulties  of  operation  incident  to  the  interruption  of 
traffic  at  Union  Square  coupled  with  the  fact  that  this  is  a  single 
track  road,  no  affirmative  findings  should  be  made  by  us  on  that  mat- 
ter in  this  report.  The  street  railway  company  is  not  responsible 
for  the  interruptions  due  to  crossing  blockades.  It  may  be  that  the 
municipality  could  itself  obviate  much  of  this  difficulty  through  co- 
operation with  the  steam'  railroad  company  in  connection  with  the 
blockade  of  the  crossing  by  its  trains,  either  through  some  amicable 
arrangement  or  by  ordinance. 

The  record  in  the  casq  satisfies  the  Board  that  the  company  is 
entitled  to  the  relief  prayed  for. 

The  Board  therefore  finds  and  determines  that  the  petition  should 
be  and  is  hereby  granted  subject  to  the  following  conditions: 

1.  That  the  allowance  of  tbe  increase  granted  herein  is  taken  as  a 
sti[)ulation  that  abrogation  or  modification  of  such  increase  in  rates 
may  be  made  as  and  if  conditions  as  indicated  by  operating  results 
l>oth  as  to  revenue  and  character  of  service  rendered  warrant. 

2.  That  said  increase  of  nites  may  become  effective  upon  five  days' 
notice  to  the  public  through  newspapers  and  by  placards  placed  in 
each  car  operated  along  the  lines  of  the  petitioner. 

3.  That  beginning  with  the  effective  date  of  the  rates  herein 
allowe<l  the  petitioner  shall  render  to  the  Board  monthly  reports. 
These  reports  are  to  furnish  for  each  current  month  and  for  the  same 
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period  of  the  preceding  year  the  financial  and  statistical  data  required 
in  the  annual  reports  as  follows:  on  page  22,  total  transportation 
revenue,  total  miscellaneous  revenues,  total  operating  revenues;  the 
data  indicated  on  page  20 ;  on  page  26,  recapitulation  of  expenses ; 
also  a  statement  of  the  amount  set  aside  for  depreciation  of  ways 
and  structures  and  also  for  equipment. 

The  Board  will  retain  jurisdiction  of  the  increase  as  herein  ap- 
proved for  the  purpose  of  modifying  same  as  and  if  conditions 
change. 

Dated  August  26th,  1921. 


No.  919. 

In  the  Matter  of  the  Application  for  Approval  op  Amend- 
ment TO  Mortgage  of  the  Monmouth  County  Water  Com- 
pany. 

J.  FiiJiian  Tatem,  for  the  Petitioner. 

This  matter,  which  was  heard  by  the  Board  on  May  31st  at  Tren- 
ton, involves  a  change  in  certain  provisions  of  a  mortgage  made  by 
the  Monmouth  County  Water  Company  to  the  Columbia  Avenue 
Trust  Company  of  Philadelphia,  on  November  1st,  1914. 

The  original  mortgage  was  approved  by  this  Board  November  30th, 
1914,  it  being  a  general  and  refunding  mortgage.  The  mortgage 
provides  that  certain  bonds  are  to  be  reserved  for  refunding  from 
time  to  time  bonds  formerly  issued  by  one  of  the  companies  which 
on  consolidation  became  part  of  the  Monmouth  County  Water  Com- 
pany. The  mortgage  further  provides  that  additional  bonds  may 
from  time  to  time  be  issued  for  the  purpose  of  paying  for  additions 
or  "extensions,  betterments  or  acquisitions'^  to  the  property  of  the 
company  where  *^the  same  have  been  made  or  contracted  for  since 
the  date  hereof,"  this  date  being  the  date  of  the  mortgage,  Novem- 
ber 1st,  1914. 
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In  a  petition  submitted  to  the  Board  some  months  since,  a  number 
of  items  were  listed  of  additions  and  extensions  which,  upon  being 
checked  up,  were  found  to  be  properly  chargeable  to  capital  account 
and  under  ordinary  circumstances  proper  subjects  for  capitalization 
and  so  far  as  such  matters  were  concerned  the  Board's  inspector 
recommended  that  approval  be  given  to  the  issuance  of  the  necessary 
securities  to  provide  for  the  permanent  capitalization  of  the  extensions 
and  additions  involved.  The  company  shortly  after  discovered  that 
certain  of  these  items  had  been  actually  constructed  prior  to  the  date 
of  the  mortgage  and  that  in  accordance  with  the  terms  of  the  mort- 
gage bonds  covering  the  charges  to  construction  made  prior  to  No- 
vember 1st  could  not  properly  be  issued. 

The  object  of  the  petition  now  presented  is  to  obtain  the  approval 
of  this  Board  for  such  changes  in  the  mortgage  as  will  make  possible 
the  permanent  capitalization  of  additions  to  the  property,  properly 
chargeable  to  capital  account,  which  had  been  constructed  prior  to  the 
execution  of  the  mortgage  referred  to.  The  parties  to  this  agree- 
ment are  the  Monmouth  County  Water  Company,  the  American 
Pipe  and  Construction  Securities  Company,  which  owns  the  majority 
control  of  the  bonds  of  the  Monmouth  County  Water  Company,  and 
the  Columbia  Avenue  Trust  Company,  the  trustee  of  the  mortgage. 
With  the  application  the  Monmouth  County  Water  Company  has 
submitted  a  tripartite  agreement  in  which  all  the  interested  parties 
have  agreed  to  the  change  in  the  mortgage. 

This  application  involves  at  the  present  time  no  issue  of  securities 
and  the  matter  of  issuance  of  securities  under  this  mortgage  or  under 
its  amendment  is  not  before  the  Board  and  is  not  passed  upon  in 
this  report.  The  Board  sees  no  objection  to  the  amendment  of  the 
mortgage  in  the  way  proposed  and  will  therefore  approve  the  same. 

A  certificate  will  issue. 

Dated  August  30th,  1921. 
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No.  920. 

In  the  Matter  of  the  Application  of  the  Gravity  Water  Sup- 
ply Company  for  Increase  in  Kates. 

A  water  company  is  permitted  to  increase  its  rates,  it  appearing  that  with 
the  increase  the  return  to  the  company  will  be  less  than  six  per  cent,  on  its 
tangible  assets. 

Clarence  E.  Case^  for  the  Petitioner. 

The  petition  alleges: 

That  the  present  and  proposed  schedules  of  rates  are  as  follows: 

Present  Proposed 

Rate.  Rate. 

First            9,000  gals,  per  M $0.33%  |0.44% 

Next           21,000  gala  per  M 28  .37% 

Next           30,000  gals,  per  M 25  .33% 

Next           90,000  gals,  per  M 23  .30% 

All  over  150,000  gals,  per  M 20  .26% 

Minimum   charge  per  quaiier 3.00  4.00 

That  said  increases  in  rates  are  necessary  to  meet  an  increase  in 
otTice  expenses  and  to  provide  a  fund  for  amortization  of  depreciation 
and  to  enable  the  company  to  pay  a  dividend  of  six  per  cent,  per 
annum ; 

That  the  petitioner  began  operating  in  the  year  1918; 

That  no  dividends  were  made  to  the  shareholders  until  December 
31st.  1918,  but  from  that  time  dividends  have  been  paid  at  the  rate 
of  four  per  cent,  per  annum. 

Tn  opening  its  case,  counsel  stated  that  due  notice  had  been  given 
to  the  customers  of  the  increase  proposed  and  the  time  and  place  of 
the  hearing  thereon. 

The  petitioner  operates  a  small  water  supply  system  in  the  Town- 
ships of  Bedminster  and  Bernards  and  in  the  Borough  of  Far  Hills, 
supplying  approximately  one  hundred  consumers  in  the  municipali- 
ties named. 
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The  assets  of  the  company  oa  December  3l8t,  1920,  aggregated 
$35,282,  against  which  there  was  issued  capital  stock  in  the  amount 
of  $32,180.  The  operating  revenues  of  the  company  for  the  year 
1920  were  as  follows  (cents  omitted) :  metered  private  service  (af- 
fected by  the  proposed  increase  in  rates)  furnished  revenue  of  $2,507; 
municipal  water  service  $356;  interest  on  the  bank  balances  $17;  a 
total  of  $2,880.  The  operating  expensesl  and  taxes  amounted  to 
$1,314,  leaving  a  net  operating  revenue  of  $1,566. 

This  utility  was  organized  in  1916  but  did  not  begin  service  until 
1918.  Its  annual  reiK)rts  indicate  that  during  the  period  ending 
I)eceml>er  31st,  1920,  its  earnings,  adjusted  to  provide  depreciation 
in  the  amount  of  1.2  per  cent,  on  its  depreciable  property,  would  have 
been  as  follows,  in  percentage  of  the  average  assets  each  year: 

For  the  year  1916,  a  return  of 1.5    per  cent. 

For  the  year  1917,  a  return  of 3.32  per  cent. 

For  tlhe  year  1918,  a  return  of 2.37  per  cent. 

For  the  year  1919,  a  return  of 2.81  per  cent. 

For  the  year  1920,  a  return  of 3.42  per  cent. 

An  average  for  the  five-year  period  of 2.67  per  cent. 

During  this  five-year  period  the  company  has  been  passing  through 
its  development  period  with  a  view  to  establishing  its  business. 

In  the  expenses,  however,  no  provision  was  made  for  amortization 
of  fixed  capital  (depreciation).  The  Board's  engineer  estimates  that 
the  petitioner  should  provide  approximately  $400  per  annum  on  the 
basis  of  the  present  capital  installed  which  equals  about  1.2  per  cent, 
on  the  depreciable  property.  Deducting  this  $400  from  the  net 
operating  revenue  would  have  left  $1,166  available  for  return  on 
capital.  It  was  stated  during  the  hearing  that  certain  of  the  ex- 
penses will  increase  somewhat  during  the  coming  year  to  the  extent 
of  possibly  $100  or  more. 

The  result  of  operations  for  the  ensuing  year  substantially  on  the 
basis  of  the  increased  rates  j)etitioned  for  w^ould.  have  been  somewhat 
as  follows: 
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ESTIMATED   INCOME   FOB   ENSUING   YEAR   UNDER   RATES    AS    ALLOWED. 

Metered  revenue  (1920  revenue  of  $2,507  increased  %) $3343 

Hydrants  as  in  1020 356 

Miscellaneous  revenue  as  in  1920 17 

Total  Revenue $3,716 

Expenses  as  in  1920  $1,204 

Expenses,  increases  taken  as 100 

Expenses,  for  amortization  of  depreciation  (1.2%)   400 

Total  as  estimated  $1,704 

Taxes  as  in  1920 100 

Total  Revenue  Deductions  $1,804 

Net  Revenue  Available  for  Return  on  Value $1,912 

6%  on  tangible  assets  of  $35,282  as  of  December  3l8t,  1920. $2,117 

On  the  basis  of  the  revenue  which  may  be  obtained  from  the  in- 
tjreased  rates  it  is  apparent  from  the  above  calculation  that  the  com- 
pany will  fall  somewhat  short  of  a  six  per  cent,  return  on  its  capital. 
This  shortage,  however,  may  be  made  up  by  the  natural  growth  of 
the  petitioner's  business  within  a  comparatively  short  time. 

The  schedule  of  rates  as  proposed  is  somewhat  awkward  in  that  it 
has  unusual  blocks  of  consumption  and  rates  ending  in  fractions  6i 
a  cent.  In  the  findings  the  Board  will  modify  the  proposed  schedule, 
making  blocks  and  rates  more  in  accordance  with  the  usual  practice 
in  water  rates,  but  being  substantially  equivalent  to  the  schedule  filed. 

The  Board  therefore  finds  and  determines : 

(1)  That  the  Board  is  satisfied  that  the  petitioner  is  entitled  to 
an  increase  in  revenue  in  substantially  the  amount  petitioned  for. 

(2)  That  in  order  to  produce  this  revenue  .the  following  schedule 
of  quarterly  metered  rates  may  be  filed  by  the  petitioner  within  ten 
days  after  receipt  hereof,  viz. : 

For  the  first  10,000  gallons  per  quarter  45  cents  per  M.  gallons. 
For  the  next  20,000  gallons  per  quarter  37  cents  per  M.  gallons. 
For  the  next  30,000  gallons  per  quarter  33  centB  per  M.  gaUons. 
For  the  next  90,000  gallons  per  quarter  30  cents  per  M.  gallons. 
Excess  over  150,000  gallons  per  quarter  25  cents  per  M.  gallons. 
Minimum  quarterly  bill  to  be  rendered,  $4.00. 

(3)  That  these  rates,  if  filed,  may  become  effective  for  the  con- 
sumption of  the  last  quarter  of  1921. 

Dated  September  13th,  1921. 
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No.  921. 

In  the  Matter  of  the  Application  of  the  West  Wildwood 
Water  and  iPower  Company  for  Approval  of  the  Issue  of 
$4,800  IN  Par  Value  of  Bonds. 

Herbert  F,  Harris,  for  the  petitioner. 

The  petition  in  this  matter  asks  the  Board  to  approve  the  sale  of 
$4,800  of  par  value  of  six  per  cent,  first  mortgage  bonds  maturing 
in  1937  (to  be  issued  under  an  existing  open  mortgage)  to  be  sold 
at  not  less  than  80  to  reimburse  the  treasury  for  expenditures  for 
capital  purposes  heretofore  made  as  follows: 

Labor  and  materials  installing  1-inch  galvanized  pipe,  with  two 
Ts  every  forty  feet,  with  plugs,  sidewalk  stops,  as  follows : 

Poplar  Avenue  from  Neptune  S.  B 1,300  ft. 

Avenue  "B 300  ft. 

Avenue  C 325  ft. 

Avenue  E.  through  to  Pine  Ave 750  ft 

Avenue  F 325  ft. 

Neptune,  from  Glenwood  to  Pine 425  ft. 

Arion,  Poplar  to  Glenwood  425  ft. 

Maple  Avenue  S.  E.  from  R.  R.  to  01  Block  13 1,800  ft. 

5,650  ft. 

The  company  has  heretofore  issued  $3,400  in  par  value  of  bonds 
under  the  mortgage  above  referred  to  and  has  issued  $3,900  in  par 
value  of  its  capital  stock.  It  has  a  small  distribution  system  and 
buys  its  water  from  the  City  of  Wildwood  and  supplies  the  public 
in  the  Borough  of  West  Wildwood,  Cape  May  County. 

Testimony  was  adduced  showing  that  the  cost  of  installing  the 
above  5,650  feet  of  pipe  with  T  connections  each  40  feet  for  new 
customers  was  $3,842,  this  being  at  the  rate  of  18  cents  a  foot  for 
material  and  50  cents  a  foot  for  labor. 

An  examination  of  the  annual  report  of  the  company  for  the  year 
ending  December  31st,  1920,  indicates  that  the  assets  of  the  com- 
pany aggregate  $13,504.62.  The  company,  as  above  indicated,  has 
issued  $3,400  in  bonds  and  $3,900  in  capital  stock,  a  total  of  $7,300; 
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which,  deducted  from  the  assets  above  stated,  leaves  a  surplus  of 
$6,300.  This  $6,300  would  afford  ample  margin  to  provide  for  the 
issuance  of  $4,800  of  first  mortgage  bonds. 

The  1920  annual  report  further  indicates  that  the  gross  income  of 
the  companv  applicable  to  the  payment  of  interest  aggregated  in 
1920  about  $870.  If  the  Board  approve  the  issuance  of  the  $4,800 
of  bonds  the  interest  of  the  then  total  outstanding  amount  of  $8,200 
will  aggregate  $492,  which  is  covered  by  the  gross  income  for  the 
year  1920  with  a  safe  margin. 

The  Board  therefore  approves  of  the  issuance  of  the  $4,800  in 
bonds  applied  for,  subject  to  the  provisions  of  Conference  Order 
Number  Seven. 

A  certificate  of  approval  will  issue. 

Dated  September  13th,  1921. 


No.  92^. 

In  the  Matter  of  the  Application  for  Approval  of  Transfer 
OF  Permit  from  William  G.  Braem  to  Jacob  V.  Meola  to 
Operate  Brs  on  Riverside  Koute,  Paterson. 

1.  The  Board  will  assume  as  a  matter  of  policy  that  the  number  of  jitue.vs  in 
operation  on  March  15th  on  any  given  route  were  necessary  to  meet  the  traffic 
conditions  on  that  route  and  would  as  a  matter  of  course  approve  all  applica- 
tions for  mere  substitution  or  renewals?  of  existing  bus  permits,  unless  it  ap- 
peared that  conditions  had  so  changed  since  the  15th  of  March  as  to  make 
some  other  conclusion  necessary  or  advisable ;  bearing  in  mind  the  fact  that 
public  necessity  apd  convenience  is  to  be  the  determining  factor  in  reaching  a 
conclusion. 

2.  The  only  ques^tion  in  this  case  is  whether  the  evidence  produced  by  the 
objector  is  of  such  a  character  as  to  justify  the  Board  concluding  that  the  per- 
mit should  not  be  granted.  Upon  a  consideration  of  the  evidence  the  Board 
concludes  the  application  should  be  granted. 

R.  S.  Colfax,  for  the  Applicant. 

E.  ir.  Wal-ehe,  for  tlie  Objector. 
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This  is  an  application  for  the  approval  of  the  transfer  of  a  per- 
mit, granted  by  the  City  of  Paterson  to  William  G.  Braem,  to 
Jacob  V.  Meola  to  operate  a  bus  on  what  is  known  as  the  Riverside 
route  in  the  City  of  Paterson.  The  route  is  as  follows:  Starting  at 
Ellison  Street,  on  Washington  Street,  and  continuing  to  ^ifarket 
Street,  thence  to  Main  Street,  thence  to  Main  Street,  to  Broadway, 
thence  on  Broadway  to  Bridge  Street,  thence  on  Bridge  Street  to 
River  Street,  thence  on  River  Street  to  First  Avenue,  in  the  City 
of  Paterson,  returning  practically  via  the  same  route,  with  the  ex- 
ception that  it  continues  on  through  Washington  Street  from  Broad- 
way to  Ellison  Street  terminal.  The  route  alr^o  practically  parallels 
the  tracks  of  the  Public  Service  Railway  Company  over  its  entire 
route. 

The  petitioner  produced  a  certified  copy  of  the  permit  of  the 
Board  of  Works  of  the  City  of  Paterson.  The  original  license  or 
permit  was  issued  by  the  City  of  Paterson  prior  to  ^farch  15th, 
1921.  This  is  one  of  those  cases  where  the  applicant  merely  desires 
to  acquire  the  bus  of  the  present  operator  and  continue  its  operation 
under  a  new  permit  granted  to  himself  since  ^farch  15th.  That 
fact  brings  it  within  the  jurisdiction  of  this  Board. 

It  is  a  case  which  will  be  governed  by  the  Becker  case  in  which 
the  Board  said: 

"The  policy  of  the  Board  in  applications  presented  to  it 
will    be  to  approve   all    licenses  or   permits  granted   by   the 
municipalities  in  renewal   or  substitution  of  all   license?   or 
permits  existing  prior  to  March  15th,  unless  it  can  be  affirma- 
tively shown  that  conditions  pertinent  to  the  consideration  of 
the  necessary  factors  have  so  changed  ns  to  make  either  an 
increase  or  decrease  in  the  number  necessary." 
In  other  words,  the  Board  will  assume,  as  a  matter  of  policy,  that 
the  number  of  jitneys  in  operation  on  March   15th  on  any  given 
route  were  necessary  to  meet  the  traffic  conditions  on  that  route  and 
it  would,  as  a  matter  of  course,  approve  all  applications  for  mere 
substitutions  or  renewals  of  existing  bus  permits,  unless  it  appeared 
that  conditions  had  so  changed  since  the  15th  of  ^farch  as  to  make 
some  other  conclusion  necessary  or  advisable,  bearing  in  mind,  of 
course,  the  fact  that  public  necessity  and  convenience  is  to  be  the 
determining  factor  in  reaching  a  conclusion.     Therefore,  while  we 
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are  not  bound  irrevocably  to  approve  every  application,  it  should 
appear  afBrmatively  from  the  evidence  that  conditions  have  so  changed 
as  to  make  a  transfer  inadvisable. 

The  only  question  in  this  case  is  whether  the  evidence  produced  by 
the  objector  is  of  such  a  character  as  to  justify  us  in  concluding 
that  this  permit  should  not  be  granted.  That  is  a  question  of  fact. 
Upon  a  consideration  of  the  evidence  we  conclude  that  this  application 
should  be  granted. 

Dated  September  13th,  1921. 

An  appeal  was  taken  from  the  Board's  decision  in  this  case  to  the 
Supreme  Court.    The  decision  of  the  Supreme  Court  follows : 

New  Jersey  Supreme  Court. 
November  Term,  1921. 

Public  Service  Railway  Company,  Prosecutor, 

vs. 

Board  of  Public  Utility  Commissioners,  and  Jacob  V.  Meola, 

Defendants. 

Argued  November  2d,  1921 ;    Decided  ^[arch  8th,  1922. 

SYLLABUS. 

1.  A  jitney,  the  route  of  whicb  parallels  upon  the  same  street  the  line  of  a 
8ti*eet  railway  is  a  public  utility. 

2.  Where  a  person  bought,  after  March  15th,  1921,  a  jitney  (which  was  a 
public  utility  under  Chapter  149  of  Laws  of  1921)  and  which  was  operated  on 
March  15th,  1921,  by  it«  prior  owner,  under  a  municipal  consent  obtained 
prior  to  that  date,  and  the  present  owner,  after  March  15th,  1921,  obtained 
a  new  municipal  consent  to  the  operation  of  the  jitney,  such  consent  is  invalid 
until  approved  by  the  Board  of  Public  Utility  Commissioners  after  hearing  and 
determination  upon  competent  proof  that  such  privilege  is  necessary  and  proper 
for  the  public  convenience  and  properly  conserves  the  public  interests,  as 
required  by  SectJon  24  of  the  Public  Utility  Act  (P.  L.  1911,  p.  384),  and  the 
mere  fact  that  the  jitney  was  in  operation  by  the  prior  owner  on  March  15th, 
1921,  pursuant  to  a  consent  granted  prior  to  that  date,  will  not  justify  the 
board  in  approving  the  new  consent. 


Digitized  byCjOOQlC 


Hkports  of  Board  of  Plblic  I'tility  C'ommissioxeks.       2S7 

Wm.  G.  Braeni  to  Jacob  V.  Meola — Transfer  of  Permit  to  Operate  Bus. 

On  certiorari,  etc. 

Before  Justices  Trenchard,  Bergen  and  Mintum. 

Edmund  W,  WaMee  and  Frank  Bergen,  for  the  Prosecutor. 

L.  Edward  Herrmann,  for  the  defendant  Board  of  Public  Utility 
Commissioners. 

Richard  S.  Colfax  and  John  JL  Reynolds,  for  the  defendant  Jacob 
V.  Meola. 

The  opinion  of  the  court  was  delivered  by 

Trenchabd,  J.  On  August  26th,  1919,  William  G.  Braem  ob- 
tained municipal  consent  to  operate  an  auto  bus  (commonly  called 
jitney)  on  what  is  known  as  the  Riverside  route  in  the  City  of  Pat- 
erson,  pursuant  to  the  "Kates  Act"  (Chapter  136  of  P.  L.  1916,  p. 
283).  He  operated  the  jitney  accordingly  until  shortly  before  Sep- 
tember 13th,  1921,  when  he  sold  the  bus  to  Jacob  V.  Meola.  The 
latter  thereupon  obtained  a  new  municipal  consent  to  the  operation 
of  the  bus,  and  applied  to  the  Board  of  Public  Utility  Commissioners 
for  the  approval  of  such  consent. 

The  Board,  after  hearing,  made  an  order  granting  such  application, 
and  that  order  is  brought  up  for  review  by  this  writ. 

The  order  is  challenged  upon  the  ground  that  the  Board  erroneously 
granted  the  application  without  determining  the  public  necessity  for 
the  operation  of  the  bus  upon  the  route  in  question  in  the  method 
prescribed  by  Section  24  of  the  Public  Utility  Act  of  1911. 

AVe  are  of  the  opinion  that  the  point  is  well  taken,  as  will  appear 
from  an  examination  of  the  proceedings  and  order  in  question  and 
the  statutes  involved. 

The  order  is  predicated  upon  a  policy  announced  by  the  Board  at 
the  hearing  as  follows : 

"The  policy  of  the  Board  in  applications  presented  to  it  will  be  to 
approve  all  licenses  or  permits  granted  by  the  municipalities  in  re- 
newal or  8ul>stitution  of  all  licenses  or  permits  existing  prior  to 
March  15th,  unless  it  can  be  affirmatively  shown  that  conditions 
pertinent    to    the    consideration    of   the    necessary    factors    have    so 
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changed  as  to  make  either  an  increase  or  decrease  in  the  number 
necessary." 

We  think  that  policy  as  applied  in  the  instant  case  involves  a 
misconstruction  of  a  pertinent  statute,  and  is  erroneous. 

Section  24  of  the  Public  Utility  Act  (P.  L.  1911,  p.  384)  provides 
that  ''No  privilege  or  franchise  hereafter  granted^  to  cmy  public 
utility  as  herein  defined,  by  any  political  subdivision  of  this  state, 
shall  he  valid  until  approved  by  mid  Board,  such  approval  to  be 
given  when,  after  hearing,  said  Board  detei^nine^  thai  swch  privilege 
or  franchise  is  necessary  and  proper  for  the  public  convenience  and 
properly  conserves  the  public  interests:' 

Section  1  of  Chapter  149  of  Laws  of  1921,  p.  390  (being  an 
amendment  of  the  Public  Utility  Act),  provides  that  a  *' jitney,  the 
route  of  which  in  wliole  or  in  part  parallels  upon  the  satne  street 
the  line  of  any  street  railway"  is  a  ''public  utility"  and  subject  to 
the  jurisdiction,  supervision,  regulation  and  control  of  the  Board  of 
Public  Utility  Commissioners.     Section  2  of  that  act  reads: 

"2.  Nothing  herein  contained  shall  extend  the  powers  of  the  Board 
of  Public  Utility  Commissioners  to  include  any  supervision  and  reg- 
ulation of,  or  jurisdiction  and  control  over,  the  operation  of  any 
auto  bus,  commonly  called  jitney,  over  its  present  route,  under  and 
in  accordance  with  the  consent  of  the  municipal  authorities  granted 
therefor  prior  to  March  fifteenth,  one  thousand  nine  hundred  and 
twenty-one,  by  the  owner  of  such  consent  on  said  date,  or  under  and 
in  accordance  with  the  reneuxil  of  such  consent  granted  to  surch  owner 
as  aforesaid,  for  further  operation  by  him,  upon  the  expiration  of  the 
time  limit  set  fortlf  in  such  consent/' 

The  latter  section  merely  denies  power  to  the  Board  to  supervise 
the  operation  of  any  jitney  over  its  route  under  a  municipal  consent 
granted  prior  to  March  loth,  1921,  "by  the  owner  of  such  consent 
on  said  date  or  under  any  renewal  of  such  consent  granted  to  such 
owner  as  aforesaid,  for  further  operation  by  him,  upon  the  expira- 
tion of  the  time  limit  set  forth  in  mch  consent."' 

It  is  to  be  noted  that  the  defendant  ^feola  was  not  the  owner  of 
any  consent  on  March  15th,  1921,  nor  is  he  the  holder  of  any  "re- 
newal of  such  consent  granted  to  such  owner  as  aforesaid,"  and  this 
is  important.  He  became  the  owner  of  the  jitney,  and  received 
municipal  consent,  after  ^Farch  15th,  1921. 
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Now  the  Board,  after  deciding  that  a  jitney,  the  route  of  which 
parallels  upon  the  same  street  the  line  of  a  street  railway  (such  as 
the  one  in  question),  was  a  puhlic  utility,  and  after  deciding  that 
the  owner's  municipal  consent  was  not  valid  until  approved  by  the 
Board,  both  of  which  determinations  were  correct,  then  proceeded, 
erroneously  as  we  think,  to  approve  the  consent  without  any  evidence 
that  the  privilege  permitted  was  necessary  and  proper  for  the  public 
convenience  and  properly  conserved  the  public  interest,  except  the 
fact  that  the  auto  bus  was  in  operation  by  the  prior  owner  on 
March  15th,  1921,  pursuant  to  a  municipal  consent  granted  prior 
to  that  date. 

The  Board  seems  to  have  substituted* what  it,  mistakenlv  as  we 
think,  deemed  to  be  the  legislative  policy  for  its  own  judgment, 
based  on  evidence,  as  to  the  public  necessity.  It  assumed,  because 
the  legislature  did  not  give  the  Board  jurisdiction  over  the  opera- 
tion of  jitneys  under  municipal  consent  granted  prior  to  March  15th, 
1921,  "by  the  owner  of  such  consent  on  said  dafe"  or  under  any 
renewal  granted  to  "such  owner,"  that  Meola,  the  present  owner  of 
the  bus  which  he  acquired  after  March  15th,  1921,  and  which  was 
operated  on  that  date  l)y  the  prior  owner  under  a  consent  granted 
prior  to  that  date,  was  entitled  to  an  approval  of  his  new  municipal 
consent  granted  after  March  loth,  1921,  regardless  of  change  in 
ownership,  unless  it  affirmatively  appeared  to  the  Board  that  there 
was  no  public  necessity  therefor. 

We  think  that  assumption  erroneous.  Neither  Meola  nor  his  bus 
was  excluded  from  the  jurisdiction  of  the  Board  by  tlie  second  section 
of  the  Act  of  1921  above  recited.  As  we  have  pointed  out,  he  was  not 
the  owner  of  such  consent  on  March  15th,  L9^1,  nor  was  he  the  holder 
of  any  renewal  of  such  consent  granted  to  such  oivner,  and  hence 
was  not  in  the  protected  class. 

It  was  necessary  for  him  to  obtain,  and  he  did  obtain,  after 
^larch  ISth,  1921,  a  municipal  consent,  and  that  consent  was  not 
valid  until  approved  by  the  Board.  The  exclusion  from  the  jurisdic- 
tion and  control  of  the  Board  of  such  of  the  jitneys  ais  were  in  opera- 
tion prior  to  March  15th,  1921,  applied  only  to  such  operation  as 
long  as  the  owner,  continued  in  the  business.  Evidently  it  was  the 
intention  of  the  legislature  not  to  disturb  those  then  in  business  by 
imposing  further  conditions  unexpected  by  them,  and  that  is  easily 
19 
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understood.  If  the  legislature  had  desired  to  exclude  from  the  juris- 
diction of  the  Board  the  number  of  buses  in  operation  on  March  ISth, 
19^1,  or  if,  as  suggested,  the  legislature  intended  that  the  Board 
should  not  comply  with  Section  24  of  the  Public  Utility  Act  so  long 
as  the  number  of  buses  was  not  increased,  it  would  have  been  very 
easy  to  have  said  so,  and  that  it  did  not  do.  The  legislature  has 
chosen  to  require  that  a  consent  such  as  that  in  question  shall  be 
valid  untU  approved  by  the  Board  of  Public  Utility  Commissioners 
after  hearing  and  finding  of  public  necessity  and  convenience.  Of 
course  that  finding  must  be  the  independent  judgment  of  the  Board 
based  upon  competent  proof,  and  cannot  depend  upon  the  action  of 
the  municipal  body  granting  the  previous  consent,  for  public  neces- 
sity does  not  follow  from  that.  The  fact  that  some  one  else  had  a 
municipal  consent  issued  prior  to  March  15th,  1921,  to  operate  this 
bus,  does  not  relieve  the  present  owner  of  showing  public  necessity. 
As  we  have  pointed  out  he  could  not  legally  operate  his  bus  until 
he  had  obtained  municipal  consent,  and  that  consent  would  not  be 
valid  until  approved  by  the  Board  pursuant  to  the  requirements  of 
Section  24  of  the  Public  Utility  Act,  and  that,  we  think,  has  not 
been  done. 

The  order  under  review  will  be  set  aside,  with  costs. 


No.  923. 

I\  THE  Matti:ij  of  the  Application"  of  the  Washington  Elec- 
tric Company  for  FrRTiiER  Increase  in  Rates. 

1.  Application  is  made  by  An  electric  utility  for  such  increase  in  rates  as 
will  provide  a  reasonable  yearly  sum  for  amortization  purposes  and  pay  cur- 
rent debts,  interest  on  bonded  indebtedness  of  $50,000  and  such  additional  sum 
thereto  as  to  the  Board  may  seem  proper. 

2.  A  total  of  $49,000  is  taken  as  a  basis  for  rates.  Allowing  a  return  of 
seven  per  cent,  on  this  amount  it  is  estimated  $28,715  will  be  required  to  pro- 
vide such  return  and  meet  production  and  other  expenses  including  $1,440  for 
depi-eciation. 
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3.  A  rate  schedule  is  fixed  estimated  to  produce  $28,019,  the  difference 
being  due  to  disallowttuce  of  an  increase  in  charges  for  street  lighting  for  which 
the  company  is  under  contract  that  does  not  expire  until  June  Ist,  1922.  The 
Board  holds  the  company  must  absorb  the  loss  in  the  amount  allowed  for  return 
until  the  contract  expires. 

Elmer  King,  for  the  Petitioner. 

The  petition  in  this  matter  was  set  down  for  hearing  originally  on 
December  28th,  1920,  but  was  actually  heard  on  May  17th,  1921, 
after  notice  to  the  Mayor  of  the  Borough  of  Washington  and  notice 
by  publication  in  a  local  newspaper.  The  schedule  of  rates  applied 
for  was  suspended  until  the  first  day  of  April  but  it  was  understood 
that  the  rates  would  not  go  into  effect  until  the  Board  could  arrive 
at  a  conclusion  in  the  matter. 

The  petition  states  that  the  present  rate  schedule  which  it  is  pro- 
posed f 0  increase  is  as  follows : 

Light— First  50  K.  W.  Hours,  15  cents  per  K.  W.  Hour. 

Second  50  K.  W.  Hours,  10  cents  per  K.  W.  Hour. 
An  over  100  K.  W.  Hours,  9  cents  per  K.  W.  Hour. 
With  a  cash  discount  of  5  per  cent,  for  payment  within 
ten  days. 
Power— First  3,000  K.  W.  Hours,  3  cents  per  K.  W.  Hour. 

All  over  3,000  K.  W.  Hours,  2%  cents  per  K.  W.  Hour. 
With  a  cash  discount  of  5  per  cent,  for  payment  within 
ten  days. 
Demand  charge  $3.00  per  month  per  rated  H.P.  based  on  the  fol- 
lowing : 

1  2to3        4  to  7       8plus 

Motor     Motors     Motors     Motors 

3  H.P.  and  less 90%  80% 

3  to  5  H.P 80  75  70% 

5  to  7  H.P 75  70  (fi 

7  to  10  H.P 70  65  (M)  55% 

10  to  20  H.P 05  00  55  50 

20  to  40  H.P 60  55  50  46 

40  to  50  H.P 50  46  42 

60  H.P.  plus    40  38  35 

That  the  company  proposes  to  add  fifteen  per  cent,  to  bills  com- 
puted under  the  foregoing  schedule  so  that  the  amount  paid  for 
service  by  the  applicant's  customers  would  be  the  amount  they  would 
owe  under  the  aforesaid  rates  plus  fifteen  per  cent,  of  such  amount 
to  be  added  thereto. 
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That  the  reasons  for  the  increase  sought  are  that  the  present  rates 
charged  are  insufficient  to  allow  the  applicant  to  furnish  safe,  ade- 
quate and  proper  service  due  to  the  fact  that  there  has  been  a  large 
increase  in  the  cost  of  operating  and  maintaining  the  applicant's 
plant;  that  since  the  year  1918,  when  the  schedule  of  rates  now  in 
effect  was  approved  by  the  Board  the  cost  of  coal,  which  is  from 
40  to  45  per  cent,  of  the  total  cost  of  operation,  has  increased  from 
$3.95  per  ton  to  $6.02  (at  the  time  of  the  hearing  to  $5.62) ;  labor, 
which  is  approximately  25  per  cent,  of  the  expense  of  operating  ap- 
plicant's plant,  hns  increased  from  $90  and  $100  per  month  to  $125 
and  $160  per  month,  an  average  of  66  2/3  per  cent.;  oil  and  other 
regular  supplies  required  by  petitioner  have  increased  about  33  1/3 
per  cent.  That  the  operation  of  petitioner's  plant  for  the  first  nine 
months  of  the  year  1920  shows  a  net  loss  of  $992.78  exclusive  of  any 
charges  for  profit  or  for  amortization. 

Subsequent  to  the  hearing  the  company  withdrew  the  original 
application  for  permission  to  add  fifteen  per  cent,  to  its  existing 
rates  as  hereinabove  recited  and  asked  for  relief  so  that  the  Board 
may  by  specific  order  add  thereto  such  sufficient  sums  as  may  be 
necessary  to  provide  a  reasonable  yearly  fund  for  amortization  pur- 
poses and  to  pay  current  debts,  interest  on  bonded  indebtedness  of 
$50,000  and  such  additional  sum  thereto  as  to  the  Board  may  seem 
proper. 

VALUE  OF  PROPERTY  AS  A  BASIS  FOR  RATES. 

In  a  report  of  this  Board  dated  July  30th,  1918  (Reports  P.  U. 
C,  Vol.  VI,  p.  317),  the  company  was  allowed  an  emergency  increase 
in  rates  pending  the  submission  of  a  valuation  of  its  property.  Such 
an  inventory  and  cost  price  of  its  plant  and  property  were  sub- 
sequently submitted  to  the  Board.  Tlie  Board's  engineer  has  checked 
up  the  figures  submitted  and  applied  fair  unit  prices  to  the  items  of 
inventory  and  has  received  proof  (testimony,  p.  18)  that  the  fixed 
capital  of  the  applicant  as  of  December  31st,  1920,  approximated 
$45,000  and  working  capital  $4,000,  a  total  of  $49,000  as  a  basis 
for  rates.  The  amortization  of  depreciation  thereon  may  be  taken 
in  the  amount  of  $1,440  per  annum  on  the  property  now  in  use.  A 
return  of  seven  per  cent,  on  this  amount  would  amount  to  $3,430 
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per  annum.  The  value  of  $49,000  is  comparable  with  the  book  value 
of  $121,230  ($117,030  of  fixed  capital  and  about  $4,200  working 
capital  as  shown  in  the  compan/s  annual  report).  Against  this 
amount  of  capital  the  company's  annual  report  shows  a  funded  in- 
debtedness of  $50,000  and  capital  stock  of  $50,000. 


OPERATING   EXPENSES  AND  TAXES. 

Before  making  an  estimate  of  the  operating  expenses  it  will  be 
necessary  to  approximate  the  sales  expected  to  be  made  during  the 
coming  year. 

Power.  During  the  year  1920  the  company  sold  approximately 
140,000  kilowatt  hours  of  power,  about  84,000  kilowatt  hours  of 
which  were  sold  to  one  customer  which  the  company  has  since  lost. 
This  will  leave  about  56,000  of  current  to  be  used  i)y  power  cus- 
tomers. 

Commercial  Lighting.  The  company  sold  for  commercial  lighting 
about  132,000  kilowatt  hours  of  current  and  its  manager  estimates 
an  increase  of  ten  per  cent,  in  the  use  of  such  current  in  the  coming 
year,  which  would  make  a  total  of  146,100  kilowatt  hours. 

Street  Lighting.  The  use  of  current  for  street  lights  during  1920 
amounted  to  62,986  kilowatt  hours.  Three  lights  have  been  added 
and  the  company's  manager  estimates  the  use  of  current  for  this 
purpose  at  64.090  kilowatt  hours. 

To  provide  for  line  loss  and  current  used  by  the  company  and  to 
supply  current  in  the  amounts  above  mentioned  will  require  337,000 
kilowatt  hours  to  be  generated  during  the  coming  year.  To  generate 
one  kilowatt  hour  in  1919  required  9.25  pounds  of  coal  (according 
to  the  company's  annual  report)  and  10.19  pounds  in  the  year 
1920.  The  Board  will  assume  the  use  of  9.25  pounds  of  coal  per 
kilowatt  or  1,558.6  tons,  taken  as  1,560  short  tons.  As  the  company 
is  now  paying  $5.62,  $9,000  may  be  taken  as  the  cost  of  coal  to  be 
used  for  the  ensuing  year.  This  is  contrasted  with  the  amount  of 
$11,713  paid  for  coal  in  1920.  Station  repairs  for  the  year  1920 
aggregated  $2,094.  The  station  repairs  for  the  six  years  ending 
December  31st,  1919,  averaged  less  than  $500  per  year.  It  is 
within  the  knowledge  of  the  Board  that  the  station  was  not  ade- 
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quately  maintained  during  this  six  years.  It  would  appear  that  the 
year  1920  was  abnormal,  however,  and  the  Board  will  assume  that 
$1,000  would  be  sufficient  for  this  item. 

Table  I,  following,  will  show  the  estimated  operating  expenses  for 
the  ensuing  year,  as  estimated  by  the  applicant  and  as  taken  by  the 
Board. 

TABLE  I. 

OPERATING  EXPENSES  FOR  THE  ENSUING  YEAR  ESTIMATED  ON  BASIS  OF  CURRENT 

COSTS. 

Estimate  of 


Production  Expense —                                                              Applicant  Board. 

Wages   $4,500  $4,500 

Fuel 10,116  9,000 

Other  Station  Supplies 800  800 

Station   Repairs 1,500  1,500 


Total $16,916  $15,300 

Distribution  Expense 1,500  1,250* 

Municipal  Street  Lights  1,000  1,000 

General  and  Miscellaneous,  omitting  Account  494 4,700  4,600* 

General  and  Miscellaneous,  Depreciation,  Account  494 1,440 


ToUl  Operating  Expenses   u     24,116  23,590 

Taxes   1643  1,643 

Uncollectible  Bills 50  52 


Total  Revenue  Deductions   25,809  25,285 

7%  return  on  $49,000 4,304  3,430 


Total  Revenue  Required   $30,113  $28,715 

♦Amount  »pent  in  1920. 

The  principal  difference  in  the  two  estimates,  except  as  hereinabove 
noted,  will  be  found  in  the  depreciation  charge  of  $1,440,  included 
in  the  Board's  estimate  but  omitted  in  the  company's  estimate.  The 
total  revenue  deductions  as  indicated  by  the  company's  estimate, 
omitting  provision  for  depreciation,  are  $25,809  as  estimated  by  the 
applicant  and  $25,285  as  estimated  by  the  Board,  the  latter  figure 
including  $1,440  for  depreciation  or  amortization  thereof.  The  com- 
panv's  estimate  of  the  revenue  to  be  produced  by  the  proposed  rate 
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is  $27,200  for  the  year  1921;  fifteen  per  cent,  added  thereto  would 
increase  this  amount  to  $30,113,  which  exceeds  the  revenue  deduc- 
tions of  $25,809  by  $4,304.  The  Board  adds  seven  per  cent,  return 
on  $49,000  capital  (or  $3,430),  all  of  which  added  to  the  revenue 
deductions  of  $25,285  as  shown  in  Table  I,  makes  total  indicated 
revenue  of  $28,715  against  $30,113  estimated  by  the  applicant.  If 
$1,440  were  allowed  for  depreciation  in  the  applicant's  estimate, 
the  indicated  revenue  would  be  $31,553,  which  is  nearly  $3,000  in 
excess  of  the  amount  indicated  in  the  estimate  of  the  Board  and  in 
the  opinion  of  the  Board  indicates  that  the  amount  asked  by  the 
company  is  in  excess  of  the  amount  required  to  afford  a  seven  per 
cent,  return  on  its  capital. 


ADJUSTMENT  OF  INDIVIDUAL   RATE  SCHEDULES. 

Power.  An  analysis  of  the  cost  of  service  has  been  made  and 
indicates,  with  respect  to  the  power  schedule,  that  the  demand  charge 
is  somewhat  too  large,  whereas  the  charge  for  current  actually  con- 
sumed is  too  small;  that  the  charge  per  horse  power  per  month 
should  be  approximately  $2.50  net  and  that  the  cost  of  current 
should  be  approximately,  on  the  first  block,  4.25  cents  net;  or,  to 
provide  for  discount  of  five  per  cent.,  the  demand  charge  should  be 
$2.60  per  horse  power  per  month  and  the  cost  of  current  4.5  cents 
per  kilowatt  hour  consumed,  less  five  per  cent,  in  each  instance. 

Commercial  Lighting.  With  respect  to  commercial  metered  light- 
ing, the  gross  increase  of  one  cent  per  kilowatt  hour  consumed,  less 
^ve  per  cent,  discount,  appears  to  be  adequate. 

Street  Lighting.  With  respect  to  municipal  street  lighting  rates, 
analysis  indicates  that  there  is  some  justification  for  the  company's 
application  for  permission  to  increase  these  rates.  The  company, 
however,  has  a  contract  with  the  borough  for  street  light  service 
which  does  not  expire  until  June  1st,  1922.  The  Board  will  not 
disturb  this  contract  in  its  findings,  and  the  company  must  absorb 
the  loss  in  the  amount  allowed  for  return  until  the  contract  expires, 
at  which  time  the  company  may  renew  its  application  with  respect 
to  street  lighting  rates  if  the  facts  then  warrant. 
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Recapihilation  of  the  estimated  revenue  to  be  produced  by  each 
class  of  service  under  these  adjustments  of  rates  follows  in  Table  II. 

TABLE  II. 

STATEMENT    OF    BEA'ENUE    ESTIMATED    TO    BE    PRODUCED    BY    SCUEDUIf    OF    RATES 
UEREINArrER   RECITED,   DURING    THE    ENSUING    YEAR. 

I.  Municipal  Street  Ijiglits  (as  per  contract )    $4,578 

II.  Metered  Commercial  I^ight — 

146,090  kilowatt  hours  (at  13.5  ce-nts  average)    10,722 

III.  Metered  Power — 

Demand  (6  customers)    $1,310 

Current  5(5,350  kilowatt  hours 2,419 

Total 3,719 

Total  from  sales  of  electricity $28,019 

A  comparison  of  the  revenue  to  be  produced  as  estimated  in  Table 
II  with  the  revenue  required  as  estimated  by  the  Board  in  Table  I 
indicates  that  the  revenue  expected  to  be  produced  falls  about  $700 
short  of  the  required  revenue.  This  is  due  to  the  disallowance  of 
the  increatJC  in  the  street  light  rates  until  the  expiration  of  the  con- 
tract now  in  force  (June  Ist,  1922). 

The  facts  set  forth  hereinbefore  indicate  that  the  flat  increase  of 
fifteen  per  cent,  on  the  existing  schedules  of  the  company  is  not 
warranted  by  the  facts  but  that  the  company  is  entitled  to  relief  to 
the  extent  indicated. 

C0?fGLUS10NS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  schedule  of  rates  filed  is  unjust  and  unreasonable  and 
the  Board  disapproves  the  same. 

2.  That  the  applicant  is,  however,  entitled  to  an  increase  in  rates 
upon  the  state  of  facts  set  forth  in  this  report. 

3.  That  it  may  file  the  following  schedule  of  rates : 

I.  Municipal  Street  IjIOHting,  effective  until  .Tune  Ist,  1922. 
80  candle  power  light  $24  i)er  yenr. 
100  candle  power  light     30  per  year. 
250  candle  power  light    00  per  year. 
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II.    COMMEBCIAL  MeTEBED  LIGHTING. 

For  the  first  50  kw.  hrs.  i>er  mouth  16  cents  per  kw.hr.  gross. 
For  the  second  50  kw.  hrs.  per  month  11  cents  per  kw.  hr.  gross. 
For  the  excess  over  100  kw.  hra  per  month  10  cents  per  kw.  hr.  gross. 
Minimum  monthly  bill  $1.15  gross  per  meter  for  a  full  month's  service. 
Less  a  uniform  discount  of  five  per  cent.    (5%)   for  payment  within 
ten  days  after  the  bill  shall  have  been  actually  rendered. 
III.  Commercial  Metered  Power. 

This  shall  be  a  two-*part  rate : 

(a)  4.5  cent]»  per  kw.  hr.  gross  for  meter  registration  for  firi^  3,000 

kw.  hrs.  and  3.5  cents  gross  per  kw.  hr.  for  excess. 

(b)  Demand  charge:    .$2.(K)  gross  per  horse  power  of  maximum  de- 

mand, calculated  as  follows: 

1  2  to  3      4  to  7     8  Motors 

Motor    Motors    Motors  and  over. 

3  H.P.  and  less m%         80% 

Above    3  H.P.  up  to    5  H.P 80  75  70% 

Above    5  ILP.  up  to    7  H.P 75  70  05 

Above    7  H.P.  up  to  10  H.P 70  m  fiO  55% 

Above  10  H.P.  up  to  20  H.P 05  00  55  50 

Above  20  H.P.  up  to  40  H.P .     60  55  50  46 

Above  40  H.P.  up  to  50  H.P 50  46  42 

Above  50  H.P.  up 40  3H  35 

Less  a  uniform  discount  of  five  per  cent.  (5%)  of  bill  computed  under 
(a)  and  (b)  for  payment  within  ten  days  after  the  bill  shall  hnve 
been  rendered. 

(c)  For  small  motors  operating  on  the  lighting  schedule  $1.15  gross 

minimum   monthly  bill   per   horse  power  or   fraction   of   horse 
power  installed  will  be  charged  less  discount  for  pnmipt  pay- 
ment. 
Day  current  for  poww  to  be  furnished  from  7  a.  m.  to  6  P.  M. 
on  ordiaarj'  work  days. 

4.  That  the  schedule  of  rate?  set  forth  in  (3)  shall  be  effective 
with  the  current  consumed  between  the  usual  meter  readings  in 
September  and  October,  19*^1,  known  as  the  October  bills. 

5.  The  filing  by  the  com])any  of  the  increase  herein  suggested  will^ 
be  taken  as  a  stipulation  that  abrogation  or  modification  of  the  in- 
crease in  rates  may  be  made  as  and  if  conditions  as  indicated  by 
operating  results  both  as  to  revenue  and  the  character  of  service 
rendered  warrant. 

6.  Beginning  at  the  effective  date  of  the  rates  herein  indicated  as 
just  and  reasonable,  if  filed,  tlie  company  shall  render  to  the  Board 
monthly  reports.  These  reports  are  to  show  the  operating  revenues, 
operating  deductions,  excluding  amortization,  non-operating  income. 
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income  deductions  and  balance  available  for  general  amortization, 
dividends  and  surplus,  and  also  the  amount  appropriated  for  general 
amortization,  together  with  a  comparison  with  the  figures  for  the 
corresponding  period  of  the  preceding  year.  This  statement  may 
preferably  follow  the  forms  shown  in  the  annual  report  for  electric 
utilities,  revenue,  page  22,  columns  (d)  and  (e) ;  expenses,  pages 
24  and  26;  recapitulation  (with  account  494  stated  separately  in  a 
foot  note)  income  statement,  page  21.  And  the  Board  will  retain 
jurisdiction  of  the  increase  as  herein  approved  for  the  purpose  of 
modifying  same  as  and  if  the  conditions  change. 
Dated  September  19th,  1921. 


No.  924. 

In  the  Matter  of  the  Proposed  Increase  in  Rates  by  the  Del- 
aware BrvER  Water  Company. 

1.  Amendments  to  its  rate  schedule  eubmitted  by  the  petitioner  are  disap- 
proved, but  it  is  determined  that  the  company  is  entitled  to  additional  revenue 
owing  to  the  prevailing  high  cost  of  operation. 

2.  A  schedule  of  rates  is  fixed  providing  for  a  demand  or  standby  charge, 
governed  by  the  size  of  meter,  and  block  rates  for  water  actually  consumed. 
The  rate  for  fire  service  is  made  up  of  two  parts,  a  fixed  service  charge  ba<sed 
on  the  inch  foot  (inches  in  diameter  times  length  in  feet)  of  fire  mains  allo- 
cated to  the  municipality  and  a  charge  for  each  hydrant. 

Frcuncis  J.  Smith,  for  the  City  of  Beverly. 

Budd  3/.  Rigg,  for  Beverly  Township. 

G.  3/.  Hillman,  for  Township  of  Riverside  and  Taxpayers'  League. 

Theodore  J,  Grayson,  for  Delaware  River  Water  Co. 

On  October  15th,  1920,  the  Delaware  River  Water  Company  filed 
with  the  Board  two  "Rules"  amendatory  of  or  supplementary  to  its 
existing  schedule  of  rates  as  follows: 
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RULE. 

(1)  ^Trom  and  after  the  first  day  of  November,  1920,  the 
Delaware  River  Water  Company  shall  institute  a  surcharge 
of  25  per  cent,  upon  the  charges  for  water  service  of  each 
and  every  consumer,  said  charge  to  be  collected  at  the  regular 
billing  periods  of  this  Corporation,  and  to  be  temporary  in 
character,  and  to  be  maintained  only  so  long  as  conditions 
warrant  its  retention." 

RULE. 

(2)  "On  and  after  the  first  day  of  November,  1920,  the 
Delaware  River  Water  (Company  will  furnish  fire  hydrant  ser- 
vice to  all  the  municipalities  within  its  territory  in  accordance 
with  the  inch-foot  system,  commonly  known  as  "The  Hacken- 
sack  Method,"  which  has  been  already  computed  by  this 
Board's  engineer  as  applied  to  the  company's  territory,  which 
computation  shows  that  the  probable  annual  returns  for  fire 
hydrant  service  under  the  aforesaid  method  would  be 
$5,893.36." 

The  adoption  of  these  rules  would  have  effected  a  considerable 
increase  in  the  rates  charged,  and  on  this  account  the  effective  date 
of  said  rules  was  by  order  of  the  Board  dated  October  19th,  1920, 
suspended  until  February  1st,  1921 ;  the  order  also  fixed  Tue.-day, 
November  9th,  1920,  as  the  date  for  "a  hearing  to  determine  whether 
the  increase,  charge  or  alteration  proposed  is  just  and  reasonable." 

Subsequent  to  the  hearing  held  November  30th,  1920,  the  water 
company  submitted  for  filing  with  the  Board  a  third  ^Tlule"  as 
follows : 

RULE. 

(3)  "From  and  after  the  1st  day  of  February,  1920.  the 
Delaware  River  Water  Company  institutes  for  water  sold  by 
meter  measurement  the  following  ^standby'  or  service  charges, 
viz.: 

5/8-inch  meter — 50  cents  per  month,  with  no  water 
3/4-inch  meter — 90  cents  per  month,  with  no  water 
the  existing  ^standby'  or  service  charge  for  the  larger  size 
meters  and  rates  for  water  used  to  remain  as  at  present." 


Digitized  byCjOOQlC 


300       Heports  of  Boahd  of  J'ublic  I'tility  Commissioxos. 
Delaware  River  Water  Co. — Increase  in  Rates. 

By  agreement  the  effec?tive  date  of  the  third  rule  filed  was  also 
postponed  to  February  1st,  1921;  later,  under  power  conferred  by 
Chapter  Xo.  101  of  the  Laws  of  1921,  which  amends  Chapter  No. 
195  of  the  Laws  of  1911,  the  effective  date  of  all  of  said  rules  was 
postponed  to  April  1st,  1921. 

After  due  notice,  hearings  were  held  at  which  testimony  and  ex- 
hibits were  submitted ;  briefs  were  later  submitted  on  behalf  of  the 
water  company  and  on  behalf  of  the  township  of  Riverside. 

The  Delaware  River  Water  Company  was  formed  in  1902  by  a 
merger  of  the  Beverly  Water  Company,  organized  August  l»3th,  1886; 
the  Delaware  River  Water  Company,  organized  October  22d,  1901, 
and  the  Riverside  Water  Company,  organized  March  20th,  1894. 
The  present  Delaware  River  Water  Company  supplies  the  City  of 
Beverly,  Township  of  Beverly  and  Township  of  Riverside.  This  is 
the  same  territory  originally  served  by  the  three  companies  merged 
in  1902. 

The  original  Delaware  River  Water  Company  does  not  appear  ac- 
tually to  have  operated  at  any  time.  The  Riverside  Water  Company 
seems  to  have  supplied  water  for  a  time  from  wells  driven  in  River- 
side. The  Beverly  Water  Company  supplied  water  from  its  wells  in 
Beverly  up  to  the  time  of  the  merger  in  1902  \iiien  the  operations  of 
the  plant  were  assumed  by  the  petitioner  and  continued  to  the 
present  date. 

The  existing  schedule  of  rates  for  metered  service,  approved  by  the 
Board  on  July  10th,  1916,  is  as  follows: 

Fu'8t:   A  demand  (or  standby)  charge,  determined  by  size  of  meter: 
1-inch  meter  $1.80  per  month  with  no  water. 
2-inch  meter    U.00  per  month  with  no  water. 
3-inch  meter  15.00  per  month  with  no  water. 
4-inch  meter  21.00  per  month  with  no  water. 
.  6-inch  meter  40.00  per  month  with  no  water. 
In  addition  to  the  above  fixed  demand  or  ntandby  charge,  water  actually  con- 
sumed is  to  be  charged  to  an  customers  uniformly  at  the  following  block  rates : 
For  the  first  10,000  gallons  per  month,  or  120,000  gallons  per 

year,  20  cents  per  ^L  gallons. 
For  the  second  10,000  gallons  per  month,  or  120,000  gallons  per 

year,  17%  cents  per  M.  gallons. 
For  the  third  10,000  gallons  per  month,  or  120,000  gallons  per 

year,  15  cents  per  M.  gallons. 
For  all  excess  over  30,000  gallons  per  month,  or  300,000  gallons 
per  year,   12%  cents  per  M.  gallons. 
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The  rules  filed  as  amendments  or  supplements  to  the  present  rate 
schedule  would — 

First:  Complete  the  list  of  service  or  standby  charges  by  estab- 
lishing a  charge  for  the  5/8-inch  and  3/4-inch  meters  as  follows: 

%-inch  meter  $0.50  per  month  or  $6.00  per  year. 
%-inch   meter     0.90  per  month  or  10.80  per  year. 

Second:  Establish  an  emergency  surcharge  of  25  per  cent,  upon  the 
bills  for  water  to  all  metered  service. 

Third:  Change  the  method  of  charging  the  municipalities  for  fire 
service  by  substituting  for  the  present  charge  of  $20  per  year  per 
hydrant  in  Riverside  and  $25  per  year  per  hydrant  in  Beverly,  yield- 
ing the  company  a  revenue  of  $2,465  per  year,  a  schedule  of  "inch- 
foot"  and  hydrant  charges  which  is  calculated  to  yield  the  company 
a  revenue  of  $5,893.36  per  year. 

The  following  elements  should  be  considered  in  determining 
whether  an  increase  or  change  in  rates  is  reasonable: 

(a)  Value  of  the  company's  property  found  to  be  used  and  useful 
in  rendering  service  to  the  public. 

(b)  Return  upon  the  value  of  such  property. 

(c)  Amount  necessary  to  appropriate  annually  for  depreciation  of 
such  property. 

(d)  Necessary  operating  expenses,  under  efficient  management. 

(e)  Taxes. 

(f)  Gross  Annual  Revenue  required. 

(g)  Allocation  of  annual  revenue  to  different  classes  of  service 
and  to  the  localities  served. 


A.   VALUE  OF   PROPERTY   USED  AND  USEFUL. 

On  behalf  of  the  company  there  was  submitted  an  appraisal  of  its 
property  made  by  William  H.  Boardman.  This  appraisal  shows  a 
value  new  as  of  December  31st,  1919,  of  $346,911.88,  from  which 
there  was  deducted  $57,531.18  for  accrued  depreciation,  leaving  a 
present  value  as  of  that  date  of  $289,380.70.  Mr.  Boardman  then 
added  to  this  total  the  deficits  accumulated  during  the  vears  1917, 
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1918  and  1919,  amounting  to  $11,805.40,  and  an  item  of  $2,025.84: 
for  plant  installed  from  January  Ist,  1920,  to  the  date  of  the  ap- 
praisal, making  a  grand  total  of  $303,211.94. 

It  is  urged  bv  counsel  for  the  objecting  municipalities  that  "the 
value  of  the  company's  property  should  be  taken  to  be  the  cost  at 
which  it  was  acquired,  plus  the  actual  expenditures  since  made,  less 
depreciation."  It  was  sought  by  them  to  establish  such  value  at 
some  figure  represented  by  either  $130,900,  the  value  of  the  bonds 
issued  or  pledged  by  the  company,  or  $86,115.89,  the  taxable  value 
claimed  by  the  company  for  its  property  in  Beverly  in  a  statement 
also  prepared  by  Mr.  Boardman  in  December,  1917,  plus  the  value 
of  the  property  located  in  Riverside,  derived  in  similar  manner. 

The  items  in  Mr.  Boardman's  appraisal  to  which  coimsel  for  the 
municipalities  objected  to  will  be  taken  up  separately. 

The  value  allowed  for  real  estate,  $23,000,  is  claimed  to  be  ex- 
cessive. The  testimony  of  Charles  Stokes  for  the  company  placed 
a  value  on  land  at  the  company's  plant  in  Beverly  at  $26,000,  while 
James  J.  Carr,  testifying  for  the  municipalities,  valued  the  same 
land  at  $3,000.  The  statement  made  by  Mr.  Boardman  in  Decem- 
ber, 1917,  apparently  forming  the  basis  for  determining  the  com- 
pany's tax  payments  to  the  City  of  Beverly  and  which  the  objectors 
strongly  urge  should  be  considered  by  the  Board  in  determining  the 
value  of  the  company's  property,  includes  the  value  of  this  land  for 
tax  purposes  at  $22,000. 

It  is  argued  by  the  objectors  that  the  company  does  not  require 
all  of  its  land  at  Beverly  since  the  buildings  and  wells  located  thereon 
could  be  accommodated  upon  a  smaller  area.  The  question  of  the 
area  of  land  required  for  a  water  supply  from  wells  was  thoroughly 
discussed  in  the  report  issued  in  the  matter  of  the  petition  of  the 
Commonwealth  Water  Company  for  increased  rates  (R.  B.  P.  IT.  C, 
Vol.  VI.  p.  662  et  seq.). 

Land  owned  by  the  coni])any  in  Delran  Township  valued  at  $500 
wa.^  omitted  from  the  Boardman  appraisal. 

We  accordingly  find  and  determine  that  the  value  of  land  is 
$23,000,  as  claimed  by  the  company. 

An  item  of  $4,794  was  included  in  the  Boardman  appraisal  pur- 
porting to  cover  the  cost  f»f  resurfacing  streei*^  in  which  the  mains 
of  the  company  are  located.     Xo  testimony  was  offered  to  show  that 
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this  expense  had  actually  been  incurred  by  the  company;  therefore, 
this  item  will  be  disallowed. 

The  item  of  $30,331.60  which  the  objectors  claim  should  be  de- 
ducted from  the  Boardman  appraisal  includes  1,518  meters  valued  at 
$16,150,  which  were  paid  for  by  the  company.  If  we  concede  that 
service  connections  which  were  not  paid  for  by  the  company  should 
not  be  allowed,  the  only  deduction  possible  from  the  total  of 
$30,331.60  would  be  the  item  of  703  unmetered  service  connections, 
$8,436,  and  the  item  of  1.512  service  taps,  $5,745.60,  a  total  deduc- 
tion of  $14,181.60.  The  company,  however,  is  entitled  to  have  in- 
cluded the  value  of  the  service  connections  installed  since  the  effective 
date  of  the  Board's  order  requiring  water  utilities  to  install  service 
pipes  within  the  street  at  their  expense.  We,  therefore,  allow  for  the 
item  "Service  Connections"  the  value  of  the  meters,  $16,150,  and  the 
costs  for  service  connection  incurred  by  the  company  since  March 
14th,  1917,  $5,600,  as  given  in  the  annual  reports  filed  by  the  com- 
pany with  the  Board. 

In  Appendix  I  is  shown  tlie  Boardman  valuation  as  submitted  and 
as  modified  in  the  light  of  testimony,  exhibits  and  briefs  submitted 
in  the  case.  The  allowance  for  cost  of  developing  business  takes  into 
consideration  any  unearned  depreciation  and  deficits  which  have  not 
been  made  up  in  the  natural  course  of  the  corporation's  business. 
Comparison  of  the  operating  and  other  conditions  of  this  company 
with  similar  data  of  other  companies  of  about  the  same  size  and 
senHng  comparable  territory,  indicates  great  possibilities  for  econo- 
mies in  operating  expenses. 

To  bring  about  a  reduction  of  station  expenses,  the  old  Gordon- 
Maxwell  pumps  at  Beverly  should  be  replaced  by  electric-driven 
units.  In  plants  of  about  this  size  and  character,  material  improve- 
ment has  resulted  from  such  changes.  This,  however,  will  require 
additional  investment  of  approximately  $10,000.  Allowing  credit 
to  capital  account  for  the  pumps  removed  of  $3,700  less  30  per  cent, 
depreciation,  or  $2,590,  brings  tlie  net  addition  to  $7,410. 

The  map  of  the  distribution  system  is  marked  Ex.  P-2  and  testi- 
fied to  as  having  been  prepared  with  great  care.  When  scaled,  the 
total  length  of  mains  shown  was  computed  at  164,890  feet  against 
the  company's  claimed  total  of  163,060.  Independent  appraisal  by 
the  Board's  engineers,  using  data  available,  brings  a  ^t  of  totak 
closely  approximating  those  found  by  the  company's  engineer. 


Digitized  byCjOOQlC 


80  4       IIkports  of  Board  of  Public  Utility  Commissioners. 


Delaware  River  Water  Co. — Im-rease  in  Kates. 


During  the  hearing  it  was  testified  that  the  aggregate  investment 
of  the  companies  merged  in  1906  was  in  the  neighborhood  of  $102,000. 
This  total  did  not  include  some  items  which  were  claimed  by  the 
company  to  be  part  of  the  assets  of  the  old  Delaware  River  Water 
Company,  such  as  franchise  for  the  pipe  line  across  Rancocas  Creek, 
etc. 

It  was  also  testified  that  from  1906  to  1919,  inclusive  (Ex.  P-12), 
there  had  been  additions  amounting  to  $133,861,  bringing  the  total 
investment  on  that  ba,sis  to  at  least  $235,861.  The  total  of  $301,571 
up  to  1906,  and  the  total  of  $436,255  up  to  1919,  also  given  in  Ex. 
P-12,  probably  include  such  items  of  intangible  cost  as  interest  and 
deficits  in  operating  revenues. 

From  a  consideration  of  the  foregoing,  it  would  appear  that  the 
valuation  of  $275,000  will  do  ample  justice  to  all  parties  concerned. 
If  electric  units  are  installed  as  suggested  above,  the  rate  base  would 
be  increased  to  $282,000. 

OPERATING    EXPENSES. 

The  operating  expenses  have  been  steadily  increasing.  In  1911, 
with  only  1,600  unmetered  consumers,  the  total  expenses  including 
taxes,  $1,482,  were  approximately  $8,900.  In  that  year  there  was 
no  charge  made  to  the  depreciation  or  amortization  reserve.  In  1916, 
with  an  average  of  about  2,100  consumers,  about  one-half  of 
whicli  were  metered,  operating  ex}ienses  including  a  charge  of 
$6,336  for  amortization,  and  taxes  $4,339,  were  approximately 
$20,000.  For  the  first  nine  months  of  1920  (Ex.  P-6).  with  2,520 
consumers,  of  which  all  but  600  were  metered,  operating  expenses 
including  a  charge  for  amortization  of  $4,093,  and  taxes  $5,986,  were 
given  as  $38,500.  'For  twelve  months  in  1920  the  company's  annual 
report  shows  actual  charges  amounting  to  $40,612.82.  This  is  in 
excess  of  the  gross  revenues  for  the  same  period. 

Various  items  of  the  company's  operating  expenses  are  subject  to 
such  criticism.  Pumping  expenses,  maintenance  exix'nses  (repairs), 
office  and  general  expenses,  and  allowance  for  amortization  appear 
excessive  when  compared  with  some  other  i)lants. 

Station  expenses  per  thousand  gallons  actually  delivered  by  the 
])ump  appear  to  he  considerably  higher  than  the  corresponding  cost 
to  other  utilities  of  about  the  same  size.      Considerable   reduction 
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could  be  effected  in  this  item  by  the  installation  of  electric  driven 
pumps  in  place  of  the  old  steam  driven  units.  The  boilers  and  larger 
steam  pump  are  assumed  to  be  kept  in  reserve. 

In  addition,  the  policy  of  metering  all  consumers  now  being  put 
into  effect  by  the  company  should  result  in  reduced  station  output 
and  correspondingly  lower  pumping  cost. 

Expenses  for  repairs  and  maintenance  are  also  higher  than  the 
corresponding  expenses  of  companies  of  similar  size.  With  the  use 
of  electric  power  equipment  these  expenses  should  be  greatly  reduced. 
Any  extraordinary  renewals  or  extensive  repairs  should  be  properly 
adjusted  between  capital  account,  operating  expenses  and  depreciation 
reserve. 

As  to  office  expenses  it  would  appear  that  adequate  allowances 
would  be  as  follows: 

Admdnistration    $1,200 

Accounting  and  billing    3.500 

Meter  reading  and  recording  and  testing,  etc 1,300 

Total    $0,000 

In  general  expenses  there  is  included  in  Ex.  P-6  an  item  of 
$1,061.80  for  automobile  expenses  for  nine  months,  or  about  $1,420 
for  twelve  months.  Assuming  such  a  vehicle  to  cost  $1,000,  the 
interest  at  seven  per  cent,  and  depreciation  at  twenty-five  per  cent.,  • 
'  repairs  and  tire  renewals  at  $200,  gasoline,  oil  and  incidentals  at 
four  cents  per  mile  (6,000  miles  per  year)  or  $240,  the  total  would 
be  $760  per  annum. 

The  item  of  annual  amortization  as  derived  by  Mr.  Boardman 
does  not  appear  excessive.  If  the  annual  amortization  on  pumps 
is  increased  to  take  care  of  the  new  electrical  units  assumed  to  be 
installed  in  place  of  the  old  steam  pumps,  the  resulting  figure  is 
very  nearly  the  same.  However,  charges  for  maintenance  and  repairs 
on  some  items  should  be  apportioned  partly  to  operating  expenses 
and  partly  credited  to  the  annual  charge  for  amortization  for  the 
year.  The  amounts  charged  by  the  company  heretofore  have  been 
calculated  at  two  per  cent,  of  the  book  value  of  the  plant  less  main- 
tenance and  repair  charges. 

In  Appendix  II  is  given  a  summary  of  the  operating  expenses  as 
given  in  the  company's  annual  reports  and  as  modified. 
20 
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TABLE  I. 

ALLOCATION  OF  THE  COMPANY'S  TOTAL  OUTPUT  FOB  1920. 

Gallons. 

Total  pump  displacement  during  1920 107,021,990 

Less  15  per  cent,  allowance  for  pump  slippage 29,043,298* 

Station  output  to  mains  ■  107,978,092 


Of  this  total  the  sales  to  the  ten  largest  metered  consumers  were . .     10,476,000 
Sales  to  1,580  other  metered  consumers  (average  39.81  M.) 62,893,863 


Total  metered  sales  average  1,590  consumers  78,309,863 

Water  supplied  to  flat  rate  consumers  56,013,091 

Total  sales  134,382,954 

Used  at  fires  and  hydrant  flushings,  est.  2  per  cent. 3^60,000 

Leakage  through  mains  and  services,  underregistration  of  meters, 

etc.,    18   per   cent 30,235,738 


167,978,692 


*The  allowance  for  pump  slippage  (15  per  cent.)  is  taken  from  the  com- 
pany's annual  report  for  1920  filed  with  the  Board.  At  a  recent  inspection  the 
large  pum<p  ordinarily  used  was  found  to  be  *'8hort  stroked"  and  with  all  it» 
valves  not  seating  properly. 

TABLE  II. 

ANALYSIS  OF  RETUBN  ON  PRESENT  VALUE  OF  PROPEBTY  FOB  VABIOUS  YEABS. 

Per  Cent      , 
Return  on 
Present  Value 
of  Property 
♦7.0&-5.55 
♦6.45—4.90 
♦6.66—5.16 
2.83 
1.7 
4.73 
2.26 
1.27 
0.7 


Adjusted 

Present  Value  Gross 

Year  of  Property  Revenue 

1911   $211,001  $23,748 

1912 215,687  24,695 

1913 224,031  28,502 

1914 233,483  31,151 

1915 238.573  33,532 

1916 247,724  37,613 

1917 263,349  35,470 

1918 264,5(57  36,006 

1919 266,093  36,563 

1920 270,000  38,505 

Weighted  average   return — actual    . . . 
Weighted  average  return  adjusted  for 


Revenue  Net 

Deductions    Revenue 


$8,890* 

10,783* 

13,583* 

24,566 

22,369 

25,908 

29,525 

32,638 

34,711 

40,612 


$14,858 

13,912 

14,918 

6,586 

11,163 

11,704 

5,945 

3,367 

1,852 

(loss)  2,108 


3.38 

amortization  charge  1911-1913 3.01 


*In  these  years  no  deductions  were  made  for  depreciation.  If  proper  charges 
had  been  made  for  amortization  the  rate  of  return  would  be  reduced  approxi- 
mately 1.5  per  cent. 
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From  the  analysis  in  Table  II  it  will  be  seen  that  the  company  has 
not  earned  more  than  5.55  i)er  cent,  in  its  best  year.  Even  on  the 
assumption  that  the  system  was  completely  metered  and  that  electric 
pumps  were  installed  and  the  company's  operations  conducted  on  the 
most  economical  basis,  the  return  on  the  present  value  of  the  prop- 
erty at  present  rates  would  be  approximately  3.5  per  cent.  On  the 
other  hand  tlie  actual  operating?  charges  for  1920  exceeded  the  revenue 
collected  by  $2,108. 

The  total  reveoue  which  would  be  derived  from  fire  service  by  the 
method  proposed  by  the  company  is  as  follows:  Each  of  the  112 
hydrants  in  place  December  31«t,  1920,  would  pay  $6.00  per  year,  or 
a  total  of $(>72 

At  the  close  of  1919  there  were  858,072  inch-feet  of  cast  iron  mains  in 
the  system.  During  1920  there  were  added  816  feet  of  6-inch  pipe 
or  4,896  inch-feet,  bringing  the  total  to  862,968  inch-feet. 

The  charge  per  inch-foot  as  proposed  is  0.61  cents.  For  the  «ake  of 
facilitating  the  computation  of  this  charge  for  each  quarterly  period 
the  same  will  be  assumed  at  0.6  cents  per  annum  per  inch-foot  or 
on  862,968  inch-feet   5,178 

Total  fire  service  revenue   $5,850 

The  revenue  from  the  service  charges  for  each  meter  on  the  basis 
of  all  consumers  being  metered  would  be  as  follows: 

2291— %-inch  Meters  at       $6.00   $13,746 

24— %-inch  Meters  at       10.80 259 

16—  1-inch  Meter«  at      21.60  34(5 

4—  2-inch  Meters  at       72.00 288 

1—  4-inch  Meters  at     252.00  252 

1—  6-inch  Meters  at     4vSO.0O 480 

2337  Total  Service  Hiarges $15,371 

Instead  of  adding  a  surcharge  of  25  per  cent,  to  the  customer's 
bill,  it  would  appear  desirable  to  increase  the  schedule  of  consumption 
charges.    A  computation  has  therefore  been  made  as  follows: 

Sales  to  10  largest  consumers,  16.476  M.  gallons  at  aver- 
age of  19.5  cents  per  M.  gallons  (present  charge  aver- 
ages 17.5  cents  per  M.  gallons)    .$3,212 

Sales  to  2,327  other  consumers  (40  M.  gallons  each — 
Table  I)  at  base  rate  of  22  cents  per  M.  gallons  (pres- 
ent base  rate  20  cents  per  M.  gallons)    20,477 

Total  revenire  from  consumption  charges $23,689 

Grand  Total  Revenue   $45,270 
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If  rates  are  readjusted  as  suggested  immediately  above,  the  an- 
tiiipated  revenue  would  be  about  $45,2T0.  Tliis  is  based  upon  com- 
plete metering. 

Based  upon  last  year's  actual  operating  charges,  the  company  would 
have  a  net  return  on  its  investment  of  al)Out  $4,000,  or  ly^  P^r  cent. 

If  operation  of  the  present  steam  plant  is  continued,  but  such 
economies  are  effected  as  the  Board's  engineers  believe  possible,  the 
amount  available  as  net  return  would  be  increased  to  about  $11,460, 
or  4.1  per  cent,  on  the  valuation  of  $275,000. 

If  the  plant  is  remodelled  ))y  the  substitution  of  electrically-driven 
l)umps,  and  more  economical  methods  of  operation  and  management 
put  into  effect,  the  net  return  could  be  further  increased  to  al)out 
$17,000,  or  about  (i  per  cent,  on  the  valuation  of  $282,000,  which 
includes  a  complete  complement  of  meters,  and  the  net  additions  in- 
volved in  the  remodelling  of  the  pumping  plant  to  provide  for  elec- 
trical operation. 

COXCLISIOXS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  rates  proposed  by  the  company  are  unjust  and  un- 
reasonable and  are  disapproved. 

2.  That  the  petitioner  is  entitled  to  additional  revenue,  owing  to 
the  high  cost  of  operation  now  prevailing. 

3.  That  in  order  to  obtain  such  additional  revenue  the  company 
may  file  with  the  Board,  effective  as  of  October  1st,  the  following 
schedule  of  rates: 

DOMESTIC    SERVICE. 

/ 
I 

First:     A  demand    (or  f»tandby)   charge,  determined  by  the  size  of  the 

meter : 

14-ineh  or  %-inch  meter     ^0.00  per  .\-«ir  or  $1.50  p?r  quarter. 

•%-inch  meter     10.80  per  year  or  2.70  per  quarter. 

1-inch  meter     21.<»0  p^er  year  or  5.40  per  quarter. 

2-inch  meter     72.00  per  year  or  IK.OO  per  quarter. 

.3-inch  meter  ISO.OO  per  year  or  45.00  per  quarter. 

4-inch  meter  252.00  p-^r  year  or  ()3.00  i>er  quarter. 

(J-incIi  moter  4S0.00  per  year  or  120.00  per  quart4»r. 
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• 
Second:  In  addition  to  the  above  fixed  demand  or  standby  charge,  water 
actually  consumed  is  to  be  charged  to  all  customers  uniformly 
at  the  following  block  rates: 

For  the  first  30,000  gallons  per  quarter  or  120,000  gallons  per 
year,  22  cents  per  M.  gallons. 

For  the  second  30,000  gallons  iier  quarter  or  120,000  gallons 
per  year,  20  cents  per  M.  gallons. 

For  the  third  30,000  gallons  per  quarter  or  120,000  gallons  per 
year,  17  cents  per  M.  gallons. 

For  all  excess  ovipr  00,000  gallons  per  quarter  or  360,000  gallons 
per  year,  15  cents  per  M\  gallons. 

The  minimum  charge  for  metered  service  shall  be  $3.00  per 
quarter  or  $12.00  per  year. 

Bills  for  metered  >«ervice  may  be,  in  certain  causes,  at  the  option 
of  the  company,  made  payable  monthly  or  at  any  other  period 
of  time  than  quarterly. 

"Where  a  consumer  has  two  or  more  meters  on  the  same  prem- 
ises, in  accordance  with  the  above  scliedule  he  will  be  billed 
for  the  proi>er  seivico  charge  applicable  to  each  meter  and 
for  the  quantity  of  water  equivalent  to  the  sum  of  the  read- 
ings of  all  such  meters. 


FIRE  8ERVICF. 

The  rate  for  fire  service  will  be  made  up  of  two  i)arts,  a  fixed  service 
charge  baaed  on  the  inch-foot  (inches  in  diameter  times  length  in  feet) 
of  fire  mains  allocated  to  the  municipality  and  a  char-ge  far  each  hydrant. 

(a)  A  fixed  charge  of  $0.00  per  year  for  each  4-inch  and  0-inch 
liydrant  now  installed  in  each  municipality  and  a  charge  of  $7.50  per 
year  for  each  such  hydrant  to  be  installed  in  the  future  so  Ion?  as 
present  cost«  obtain. 

(b)  Six-tenths  of  a  cent  (0.0c.)  per  year,  corresponding  to  fifteen  one- 
hundredths  of  a  cent  (0.15c.)  per  quarter,  per  Inch  diameter  per  foot  of 
distribution  mains  four  inches  and  larger  now,  in  place  or  to  such  mains 
which  may  be  installed  in  future,  provided  they  will  furnish  30  pounds 
pressure  per  square  inch  at  the  hose  connection,  with  a  good  fire  stVeam 
flowing;  applicable  also  to  the  proportion  of  the  transmission  system 
utilized  in  sen-ing  the  particular  community. 

4.  The  eoTnpany  shall  file  quarterly  with  the  Board  the  schedule 
of  fire  service  charges  to  each  municipality  or  fire  district. 

5.  The  rates  for  fire  service  shall  become  effective  January  1st, 
1922,  and  not  until  that  time  in  order  that  the  various  municipalities 
or  districts  affected  may  make  proper  provision  therefor  in  their 
budgets. 

Dated  September  22d,  1021. 
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APPENDIX  I. 

DELAWARE   BIVER  WATER   CJOMPANY — VALUATION    OF   PROPERTY. 

Boardman's       Modified 
Valuation. 
Items  1   to  11,   which  comprise  the  real  estate,   wells, 
pumping  stations  and   equipment,  standpipes,   distri- 
bution mains,  valves,  fire  hydrants  and  crossings....  $205,306 

Item  12,  resurfacing   streets    4,794 

Item  13,  service  connections,  703  unmetered  connections,         8,436 

1518  meters  %-inoh  to  6-inch 16,150 

1512  service  taps 5,746 

400  new  and  renewed  services  from  main  to  curb,  in- 
duddng   curb    stop   and   box.   from    1917   to   date    of 

valuation,  (g)  $14 

Item  15,  tools  and  equipment 2,955 

Item  17,  office  equipment   2,162 


Sub-total $245,547 

Item  14,  engineering    12,022 

Omissions  and  contingencies  2  per  cent 5,401 

Interest  during  construction  5  per  cent 13,774 

Taxes    during    construction 7,911 


TotaJ  Overhead  Allowances    $41,862 


Cost  to  reproduce $287,409 

Accrued   deprecation    (overhead   allowance    not  depre- 
ciated)            57,531 

Accrued    depreciation    corrected    for    value    of   services 

and  to  include  overhead  allowances 


Present  value  of  depreciable  assets $229,878 

Item  16,  materials  and   supplies    (including  meters  on 

hand)     12,502 

Cash  and  working  capital 5,000 

Organization  and  legal  expense    5,000 

Cost  of  developing  business  or  going  value 37,000 


Total $289,380 

Defioits  1917  to  1919 11,806 

Additions  1920 2,026 


Total     $303,212 

Number  of  unmetered  consumers  Dec.  31st,  1920. . .  675 
Number  of  meters  in  stock  Dec.  31st,  1920 480* 


Valuation. 

$205,306 

16,150 


5,600 
2,955 
2,162 


$232,174 


$41,862 
$274,036 


63.721 

$210,315 

12,502 
7,500 

35.000 

$265,317 

3,807 

$269,124 


Additional  number  of  meters  required 195 

^   $10.50   $2,048 

Setting  675  meters — 80  per  cent  in  houses   @  $3.50; 
20  per  cent,  at  curb  @  $7.50 2,902 


4,950 


Grand  Totel   (77,  $274,074 

niniti7AH  h\/  V  1 


^These  are  included  in  the  valuation  under  materials  and  supplies  on  hand. 
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APPENDIX  in. 

SUBDIVISION     OF     FIBE    CUARCJES     BASED     ON     LENGTH     OF     MAINS     EXISTING     DECEMBEU 

31  ST,    1020. 

F^re  Service  Charges 

IXK-ALITY.                 I  «  S  ^^""^^llIZl^  ^1  •   .  2g 

sSlr'lHstrib.    Trans.  TotaT^c^  fS  ^®           § 

^^'^  ^-  =^'  °S           H 

I.   Beverly  City    27.850  110,310     2r>,0r,4  141.070     45  $270  $852     $1,122 

II.  Edgewater  Park 

(Beverly    Twp.)..      15.880     05.200     14,022  79,882       5  30  470           500 

III.  Delanco  (Beverly 

Twp.)     20,000  10.H,000     02.080   100.280      008  OOs 

IV.  Riverside   (Riverside 

T\^'p.)    57,500  272,884   103,055  435.030     02     372    2,015       2,087 

Total      130.830  .558,000  200,020  824.080   112  $072  $4,044     $.5,010 


TRANSMISSION   MAINS. 

Population  figures  not  available  for  the  various  districts  served. 
Therefore  allocation  of  transmission  inain>i  was  based  on  length  of 
distribution  mains,  %-in(h  to  0  inches  in  diameter,  serving  each 
district. 

Group  I:  Includes  loop  on  Broad,  Penn,  ^lagnolia.  Third,  ^ft. 
Holly  and  Warren  St.,  Beverly.  Total  1,280  feet  of  12-inch,  2,880 
feet  of  10-inch  and  3,050  feet  of  8-inch,  aggiegating  6.'),560  inch- 
feet.  Allocated  12.1  per  cent,  to  Edgewater  Park,  21.3  per  cent,  to 
Beverly  City,  22.6  per  cent,  to  Delanco,  44.0  per  cent,  to  Kiverside. 

Grmip  II:  Includes  mains  on  Warren  Street,  from  Broad  Street 
east,  to  City  Line,  Beverly  City.  Total  600  feet  of  10-inch,  1,000 
feet  of  8-inch  and  730  feet  of  6-inch— 18,380  inch-feet.  Allocated 
3G.4  per  cent,  to  Edgewater  Park,  63.6  per  cent,  to  Beverly  City. 

Group  III:  Includes  the  transmission  line  from  Mt.  Holly  St., 
Beverly  City,  to  Delanco,  9,900  feet  of  12-inch— 118,800  inch-feet. 
Also  the  loop  on  Buttonwood,  Burlington,  Ash  and  Washington  St., 
Delanco,  2,750  feet  of  8-inch— 22,000  inch-feet.  Total  140,800  inch- 
feet.    Allocated  34.0  per  cent,  to  Delanco,  66  per  cent,  to  Riverside. 

Group  IV:  Includes  the  12-ineh  transmission  main  from  Rancocas 
St.,  Delanco,  to  the  standpipe  in  Riverside,  3,440  ft.  of  12-inch — 
41,280  inch-feet.    Allocated  100  per  cent,  to  Riverside. 
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New  Jersey  and  Pennsylvania  TVac.  Co.  et  aL — Consolidation  Agreement. 
DISTRIBUTION  MAINS. 

liicludes  all  east  iron  mains  excepting  transmission  lines  and  un- 
supi)orted  lengths  of  4-inch  mains  in  excess  of  350  feet.  There  are 
38,888  inch-feet  of  4-inch  mains  from  which  no  adequate  fire  service 
can  be  derived  at  present.  This  accounts  for  the  total  of  824,080 
inch-feet  given  almve  instead  of  the  total  of  862,968  mentioned  on 
page  9. 


No.  925. 

In  the  Matter  of  the  Application  of  the  Xew  Jersey  and 

l^ENXSYLVAXIA    TRAUTION    COMPANY    ET    AL.    FOR    APPROVAL    OF 

('oNsoLn)VTioN  Agreement. 

The  amount  of  securities  which  would  be  outstanding  after  the  propowd  con- 
solidation is  effected,  if  approval  is  given  to  the  company's  plan,  is  so  far  in 
excess  of  any  proven  value  that  the  Board  is  unable  to  give  approval  to  the 
consolidiation  as  proposed  in  the  application  of  the  company. 

Edgar  Hunt,  of  Katzenhach  &  Hunt,  for  the  Petitioner. 

This  application,  which  was  received  Angu.<t  16th,  1921,  asks  tlie 
approval  bv  the  Board  of  the  consolidation  of  the  following  f()ur 
companies:  Xew  Jersey  and  Pennsylvania  Traction  Company,  or- 
ganized under  the  Traction  Act;  the  Trenton,  Lawrenceville  and 
Princeton  Railroad  Company,  organized  under  the  Steam  Railroad 
Act;  the  Trenton,  LawTenceville  and  Princeton  Extension  Railroad 
Company,  organized  under  the  Railroad  Act;  and  the  Princeton 
Street  Railway  Company,  organized  under  the  Street  Railway  Act  of 
1886. 

The  application  is  made  hy  virtue  of  a  provision  of  the  Traction 
Act  which  authorizes  street  railways  and  railroad  companies  operating 
as  street  railways  to  consolidate  their  properties. 

The  Xew  Jersey  and  Pennsylvania  Traction  Company  has  out- 
standing at  the  present  time  four  per  cent,  bonds  in  the  par  value 
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of  $600,000  and  common  capital  stock  in  the  amount  of  $500,000, 
or  a  total  capitalization  of  $1,100,000.  In  addition  to  owning  the 
street  railway  property  carried  under  its  name,  it  is  the  owner  of  all 
of  the  stocks  and  bonds  of  the  three  other  companies  joining  in  this 
petition,  llie  capitalization  of  the  three  underlying  companies  is  as 
follows:  Trenton,  Lawrenceville  and  Princeton  Railroad  Company, 
Stock  $200,000,  Bonds  $100,000;  Trenton,  Lawrenceville  and  Prince- 
ton Extension  Railroad  Company,  Stock  $50,000;  Princeton  Street 
Railway  Company,  Stock  $7,000.  The  total,  therefore,  of  securities 
of  the  three  underlying  companies,  owned  by  the  New  Jersey  and 
Pennsylvania  Traction  Company,  is:  Bonds  $100,000,  Stock,  $257,- 
000. 

The  petition  recites  in  general  the  above  facts  and  provides  as 
follows:  In  place  of  the  $500,000  stock  now  outstanding  of  the  Xew 
Jersey  and  Pennsylvania  Traction  Company,  the  stockholders  of 
that  company  are  to  receive  stock  of  the  par  value  of  $330,000.  For 
distribution  among  the  stockholders  of  the  Trenton,  LawTenceville 
and  Princeton  Railroad  Company,  in  place  of  the  stock  now  outstand- 
ing amounting  to  $200,000,  they  are  to  receive  capital  stock  of  the 
new  corporation  amounting  to  $132,000.  For  distribution  among 
the  stockholders  of  the  Trenton,  Lawrenceville  and  Princeton  Ex- 
tension Railroad  Company,  in  place  of  the  stock  now  outstanding 
amounting  to  $50,000,  they  are  to  receive  stock  in  the  amount  of 
$33,000.  For  distribution  among  the  stockholders  of  the  Princeton 
Street  Railway  Company,  in  place  of  the  $7,000  now  outstanding, 
they  are  to  receive  stock  in  the  par  value  of  $5,000. 

In  view  of  the  fact  that  the  stocks  of  the  three  companies  last 
named  are  owned  by  the  New  Jersey  and  Pennsylvania  Traction 
Company,  there  will  come  into  the  treasury  of  the  newly  formed 
company  its  own  stock  in  the  par  value  of  $170,000. 

This  is  a  proceeding  which  has  in  the  past  met  with  the  dis- 
approval of  this  Board.  Where  the  securities  of  underlying  com- 
panies are  wholly  owned  by  another  company  with  which  a  merger 
is  to  be  effected,  the  only  procedure  necessary  in  such  case  is  to 
cancel  the  stock  of  the  underlying  companies.  Furthermore,  this 
Board,  on  a  number  of  occasions  when  petitions  have  been  presented 
providing  for  consolidation  of  companies,  has  determined  that  the 
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securities  of  a  company  newly  formed  by  consolidation  must  bear 
a  proper  relation  to  the  value  of  the  property  in  the  ownership  of 
the  newly  formed  company  after  consolidation.  It  is  in  the  record 
before  this  Board  that  a  value  was  fixed  upon  this  property  some 
years  pince  of  $578,000.  It  is  also  of  record  that  since  that  time 
some  $40,000  has  been  expended  for  capital  additions  to  the  prop- 
erty. It  may  be  true  that  the  values  placed  upon  the  property  at 
that  time  represented  the  depreciated  value  of  the  property  and 
did  not  correspond  to  what  securities  might  have  been  issued  at  the 
time  of  the  construction  of  the  property;  but  the  amount  of  the 
securities  which  would  be  outstanding  after  the  proposed  consoli- 
dation is  effected,  if  approval  is  given  to  the  company's  plan,  is  so 
far  in  excess  of  any  proven  value  that  the  Board  is  unable  to  give 
approval  to  the  consolidation  as  proposed  in  the  application  of  the 
com])any. 

In  the  case  of  American  Malt  Coroporation  v.  Board  of  Public 
Utility  Commissioners,  86  N.  J.  L.  668,  the  Court  of  Errors  and 
Appeals  sustained  the  report  of  this  Board  in  refusing  its  sanction 
to  a  consolidation  of  corporations  which  would  involve  the  issuance 
of  stock  at  a  valuation  in  excess  of  the  true  value.  The  court  there 
said,  if  this  is  permitted, 

"Two  corporations  may  accomplish  by  merger  what  neither 
could  do  alone  and  issue  stock  for  property  worth  less  than 
its  par  value.  It  needs  no  argument  to  show  that  the  neces- 
sary result  wt)uld  be  to  do  away  with  the  provisions  of  the 
act  requiring  money  or  money's  worth." 
The  approval  of  the  consolidation  agreement  is  therefore  denied. 
Dated  September  22d,  1921. 
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No.  926. 

Mrs.  I.  S.  Williams 
vs. 

KlVERTOX   AND  PaLMYRA  WaTER   CoMPAXY. 

1.  Complaint  is  mad^e  that  a  water  company  insists  upon  the  installation  of  a 
water  meter. 

2.  Upon  consideration  of  all  the  facts,  the  Board  is  of  the  opinion  that  the 
company  is  jiistified  in  insistinj?  u[)on  the  installation  of  meters  where  there  are 
additions  to  the  service  involving  a  greater  cimsumption  of  water;  and  it 
beinjr  admitted  that  <a  power  washing  maclhine  is  now  on  the  premises  of  the 
complainant  the  company's  insistence  upon  in'stalling  a  meter  is  not  ilU- 
criminatory. 

The  (^oniplainant,  Mrs.  I.  8.  Williams,  appeared  in  person. 

Robert  W.  Knif/ht,  for  Riverton  and  Palmyra  Water  Company. 

The  respondent  herein,  pnrsnant  to  the  declared  policy  of  the 
Hoard  and  respondent's  efforts  to  carry  out  that  policy,  is  desirous 
of  installing  a  water  meter  in  the  premises  of  the  complainant  in  lieu 
of  the  flat  rate  service  now  rendered  hy  it  to  her. 

One  of  the  Board's  recommended  rules  for  adoption  hy  water  utili- 
ties reads  as  follows: 

"Where  water  is  furnished  hy  flat  rate,  the  utility  shall 
have  the  right  to  install,  maintain  and  inspect  a  meter  to 
determine  the  quantity  supplied,  and  the  applicant  shall  pro- 
vide a  suitahle  location  therefor.  The  utility  reserves  the 
right  to  change  from  flat-rate  service  to  metered  service  at 
any  time  under  unifonu  nondiscriminatory  rules." 
The  Rules,  Regulations  and  Recommendations  for  Water  Utilities 
promulgated  hy  the  Board  (Part  IT,  Section  VII),  provide: 

"The  utility  shall,  without  charge,  furnish  and  install  each 
customer  supplied  with  water  on  a  measured  hasis.  with  a 
suitahle  meter  and  such  service  appliances  as  are  customarily 
furnished  hy  the  utility  in  order  to  connect  the  customer's 
equipment  with  its  mains." 
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The  publi.^hed  service  regulations  and  requirements  of  the  company 
provide  that: 

"Xo  additions,  alterations,  or  extensions  shall  be  made,  or 
caused  to  be  made,  in  any  water  pipes  or  fixtures  that  will  in- 
volve a  greater  consumption  of  water  than  that  stipulated  in 
the  permit,  without  first  giving  notice  of  such  proposed  addi- 
tions, alteration  or  extension,  and  receiving  a  special  permit 
from  the  company,  authorizing  the  same.    This  rule  does  not 
apply  to  consumers  served  by  meters/' 
The  annual  reports  of  the  company  show  that  at  the  end  of  HUT 
there  vvfere  only  17  meters  on  its  system;   this  number  was  increased 
to  31  at  the  end  of  1918,  to  146  at  the  end  of  1919  and  to  330  at 
the  end  of  1920.     The  total  number  of  customers  served  is  approxi- 
mately 1,800. 

In  its  effort  to  carry  out  its  policy  of  installing  meters,  respondent 
company,  having  ascertained  that  the  complainant  had  on  her  prem- 
ises a  power  washing  machine  which  admittedly  uses  a  very  large 
amount  of  water  and  which  undoubtedly  comes  within  the  clause 
of  respondent's  service  regulations  relating  to  additions  involving 
a  greater  consumption  of  water,  attempted  to  install  a  meter  on  com- 
plainant's premises.  To  this  complainant  objected  on  the  ground, 
first,  that  she  was  not  using  the  power  washing  machine,  and  second, 
that  she  was  satisfied  with  the  flat-rate  service  now  being  rendered, 
and  thereupon  filed  a  complaint  with  this  Board. 

The  matter  was  heard  and  upon  a  consideration  of  all  of  the  fact^ 
the  Board  is  of  the  opinion  that  the  attitude  of  the  company  in  the 
matter  is  not  unreasonable ;  that  it  is  justified  in  insisting  upon  the 
installation  of  meters  where  there  are  additions  to  the  service  in- 
volving a  greater  consumption  of  water  and  that,  it  being  admitted 
that  a  power  washing  machine  is  now  on  the  premises  of  the  com- 
plainant, respondent's  insistence  upon  installing  a  meter  is  not  dis- 
criminatory. The  relief  prayed  for  by  the  complainant  is  therefore 
denied. 

Dated  September  28th,  1921. 
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No.  927. 

IX    THE    AfATTER    OF    THE    APPLICATION    OF    THE    LaUREL    SpRIXGS 

Water  Supply  (-ompaxy  for  Jncreasfj)  Rates. 

The  Board  finds  that  the  schedule  of  rates  submitted  will  not  produce  an 
excessive  return  upon  the  value  of  the  property  and  permits  the  same  to  be 
filed. 

Wilfred  B.  Wolcoit,  for  the  Petitioner. 

(rarfiehl  Pancocuii,  for  Borough  of  Laurel  Spring?. 

Frank  B.  Jess,  for  the  Borough  of  Magnolia. 

W.  N.  Keating,  for  Chas.  S.  King,  for  Clenienton  Township. 

Charles  A,  Lon^,  for  Civic  Federation  of  Camden  County. 

IF.  N.  Keating,  for  the  Borough  of  Stratford. 

Among  other  things,  the  petition  alleges: 

That  it  has  given  notice  of  its  intention  to  increase  ii*^  rates  hy 
publishing  once  a  week  for  two  weeks,  successively,  a  notice,  and  by 
mailing  copies  of  said  notice  to  the  ofBcials  of  the  municipalities 
served ; 

That  the  rate  scliedule  which  it  is  proposed  to  increase,  and  the 
rate  increases  proposed  are  as  follows: 

Present  Rate     Proposed  Rate 
Per  Annum.        Per  Annum. 

Fire   liydrants    $15.00  $25.00 

Private  dwellings: 

Sink  in  kitchen   7.00  S.50 

Bath  tub 4.00  5.00 

Water  closet 3.00  3.75 

Pave  wash    5.00  0.25 

Wash  basin  or  additional  spipot 1.50  2.00 

Hydrant    5.00  6.00 

Meters,  personal  rate 25c.  per  1.000    30  c.  per  1,000 

gallons  gallons 

Minimum  charge  for  private  dwelling. .  15.00  15.00 
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That  the  reason  why  the  increases  are  proposed  is  that  the  addi- 
tional revenue  is  required  in  order  to  properly  operate  the  company's 
plant,  pay  a  fair  return  on  the  investment  and  make  due  provision 
for  depreciation  of  the  company's  plant. 

The  proposed  increased  rates  were  suspended  until  the  first  day 
of  October,  1921,  by  order  of  the  Board  dated  June  30th,  1921. 


VALUE  OF  THE  PROPERTY  USED  AND  USEFUL  AS  OF  SEPTEMIJER 

1st,  1921. 

The  company,  through  its  expert  witness,  submitted  an  appraisal 
ol  its  property,  a  summary  of  which  is  hereinafter  shown  in  Table 
I.  This  appraisal  was  arranged  to  show  the  value  new  classified  by 
the  system  of  accounts  effective  by  order  of  the  Board  and  covering 
tangible  and  intangible  fixed  capital  on  the  basis  of  the  value  new 
and  depreciated  value,  to  which  was  added  an  allowance  for  working 
capital.  The  total  value  as  claimed  on  behalf  of  the  company  was 
$113,000.    Table  I  follows: 

TABLE  I. 

VALUE  OF  PROPERTY,  9-l-*21. 

Vosbury,  P-1.       P.  U.  C. 

Tangible  Fixed  Capital    (Depreciated)    $92,810  $92,189 

Intangible  Fixed  Capital 17,964  14,111 

Present  Value  Capital  (Depreciated)   $110,780  $106,300 

Working   Capital    2,300  1,700 

Total   $113,080  $108,000 

Taken  as    113,000  108,000 

The  Board  has  had  the  appraisal  submitted  on  behalf  of  the  com- 
pany checked  in  detail  and  finds  that  with  respect  to  tangible  fixed 
capital  there  is  very  little  variation.  There  is  a  difference,  however, 
with  respect  to  intangible  capital.  The  company's  witness  shows 
two  items  under  this,  one  of  $2,000  for  organization,  and  the  second 
of  $15,964;  the  latter  is  the  difference  between  the  return  on  the 
basis  of  7  per  cent,  simple  interest  on  capital  and  the  actual  return 
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enjoyed  by  the  company  compounded  at  5  per  cent.  The  latter  esti- 
mate is  at  fault  in  the  following  way.  Operating  expenses  are  in- 
creased each  year  above  the  book  figure  to  allow  the  ajinual  deprecia- 
tion charge  estimated  to  be  required  by  the  company's  engineer.  The 
engineer  did  not  set  up  as  a  credit  against  fixed  capital  the  reserve 
which  would  be  created  by  the  charges  so  made  to  the  expense.  This 
correction  has  been  made  and  the  computation  has  been  brought 
down  to  date.  The  total  amount  of  intangibles  thus  arrived  at  is 
$14,111. 

With  respect  to  working  capital,  this  would  necessarily  be  small 
with  this  company,  due  to  its  practice  with  respect  to  collecting  its 
bills.  These  are  collected  in  advance  of  rendering  the  service.  The 
Board  allows  for  this  purpose  $1,700. 

The  total  value  as  claimed  by  the  company  is  $113,000  and  that 
as  herein  found  by  the  Board  is  $108,000,  which  includes  $1,700  for 
working  capital. 

On  December  31st,  1920,  the  company  had  the  following  outstand- 
ing liabilities,  viz. : 

Funded   debt    (bonds)     $50,000 

Notes    payable    10,750 

Capital    stock    38,200 

Total  liabilities   $98,950 


OPERATING   EXPENSES    AND   TAXES. 

Exhibit  P-1,  page  7,  submitted  on  behalf  of  the  company,  shows 
the  operating  expenses  for  the  years  1915  to  1920,  inclusive,  and 
eight  months  of  1921.  During  1921  there  were  certain  extraordinary 
items  charged  to  operating  expenses  which  more  properly  should  have 
been  charged  to  the  reserve  Tor  depreciation.  The  company's  engineer 
has  eliminated  these  from  the  1921  ptatement  and  (with  this  elim- 
ination) bases  his  estimate  of  operating  expenses  for  the  ensuing  year 
upon  tlie  average  of  the  results  for  1920  and  1921,  expanded  into  a 
twelve  months  period. 

The  items  have  been  checked  with  respect  to  operating  expenses 
proper,  and  with  respect  to  provision  for  amortization  of  accruing 
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(lepreciatiou  and  appear  to  be  fair  under  conditions  now  exit^tin^. 
The  total  operating  expenses  and  taxes  are  shown  in  Table  II  to- 
gether with  the  revenue  estimated  to  be  produced  under  the  new 
rates  (te.-tiniony,  p.  40).    Table  II  follows: 

TABLE  11. 

KFJ'ECT  OF  NEW   RATE. 

Revenue  estimated  to  he  produced  {yew  Rates)  — 

Revenue  for  coming  year  (test.  p.  40)    $14,510 

Estimat(»d  operating  expenses   $5,021 

Kstimated    amortization    (depreciation)     1,767 

Estimated    total   operating   expenses    $7,3SS 

Estimated    taxes     1,000 

Estimated*  operating  expenses  and   taxes    S,388 

For  return  on  $108,000  capital  $0,122 

This  is  a  return  of  5.77  per  ce«t. 

Table  IF  indicates  that  tlie  revenue  is  estimated  to  exceed  the  op- 
erating expenses  and  taxes  in  the  amount  of  $6,122.  This  indicates 
a  return  of  5.77  per  cent,  on  the  value  of  the  property  as  found  by 
the  Board  or  of  5.42  per  cent,  on  the  value  claimed  by  the  company. 
This  return  cannot  l>c  considered  excessive  under  conditions  now 
prevailing. 

CONCLUSIONS. 

The  Board  therefore  finds  and  determines  that  the  schedule  of 
rates  submitted  will  not  produce  an  excessive  return  upon  the  value 
of  the  property  and  therefore  finds  that  the  schedule  of  rates  peti- 
tioned for  is  just  and  reasonable  and  will  be  permitted  to  be  filed, 
effective  for  bills  for  service  rendered  on  and  after  October  1st,  1021. 

Dated  September  29th,  1921. 
21 
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No.  928. 

The  Wellvvood  Pauk  Improvemei^  Association,  Incorporated, 

vs. 
^Ieroiiaxtville  Water  Company  in  re  Extension  of  Service. 

1.  The  Board  is  of  the  opinion  that  the  financiial  condition  of  the  re8]>ondent 
reasonably  warrants  the  necessary  expenditure  for  the  purpose  of  making  this 
extpn.Hion,  provided  a  suitable  revenue  guarantee  is  mad*  by  the  petitioner. 

2.  Due  to  the  difficulty  of  financing  any  extension  at  the  present  time  it  is 
coneddered  equitable  to  compute  the  capital  return  on  the  new  investment  at  8 
per  cent. 

H.  The  Board  is  not  justified  in  ordering  the  extension  of  the  main  at  the 
present  time  unless  the  customers  to  be  served  are  able  ami  willing  to  provide 
a  satisfacfcorj'  guarantee  that  the  fixed'  and  operating  charges  will  be  met. 

A.  E.  Schefiiu,  for  tlio  Petitioner. 

Joseph  SinumeriJI,  Jr..  for  Louis  Starr,  for  the  Respondent. 

Complaint  in  this  matter  was  filed  on  October  7th,  1920,  and 
answer  thereto  was  filed  by  the  Merchantville  Water  Company  on 
October  '^Ist,  11>2<),  and  hearing  siil)sequently  held.  From  tlie  record 
in  the  case  the  present  situation  appears  to  be  as  follows: 

The  Wellwood  Park  Improvement  Association  comprises  a  number 
of  property  owners,  some  of  whom  are  customers  of  the  respondent. 
At  the  present  time  these  customers  are  served  through  a  line  of 
pipe  of  comparatively  small  diameter  which  is  essentially  a  service 
pipe  and  is  located  on  Oak  Terrace  extending  from  Volans  Street 
toward  Clayton  Avenue.  The  pipe  and  the  house  connections  thereto 
appear  to  have  been  installed  only  about  eighteen  inches  under  ground 
at  the  expense  either  of  the  real  estate  company  which  developed  this 
tract  of  land  or  at  the  expense  of  the  property  owners.  It  is  claimed 
by  the  respondent  and  admitted  by  the  petitioner  that  the  line  of 
])ipe  along  the  street  was  to  Ik?  considered  as  only  a  temporary  arrange- 
ment for  supplying  water  to  the  houses  already  built. 
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These  proceedings  are  brought  by  the  petitioners  in  order  that  the 
water  company  may  be  required  to  install  a  main  of  adequate  size 
for  fire  service  and  at  a  sufficient  depth  to  prevent  same  from  freez- 
ing during  the  winter.  The  company  originally  estimated  the  cost  of 
installing  a  six-inch  cast  iron  main  1,400  feet  in  length  as  requested 
in  the  complaint,  at  approximately  $3,500.  The  testimony  indicates 
that  a  main  1,200  feet  will  ]ye  sufficient  and  the  calculations  made  in 
this  report  with  reference  to  the  cost  of  this  extension  are  based  on 
the  installation  of  a  main  1,200  feet  in  length,  and  at  prices  in 
accordance  with  common  knowledge  as  to  changes  in  cost,  which  have 
occurred  since  the  complaint  was  filed. 

It  appears  from  the  record  that  a  contract  was  originally  submitted 
by  the  respondent  company  to  the  real  estate  developers  providing 
for  the  installation  of  this  main  upon  the  guarantee  of  an  annual 
revenue  of  seventeen  c^nts  per  foot  of  main.  Due  to  the  increase  in 
cost  of  lal>or  and  material  at  the  time  when  these  negotiations  were 
in  progress  and  to  the  increasing  difficulty  of  financing  new  construc- 
tion work,  the  company  withdrew  this  proposed  contract  before  the 
same  was  consummated. 

Section  17  (c)  of  Chapter  195,  Law^  of  1911,  as  amended,  provides 
that  the  Board  shall  have  power  to  require  every  public  utility: 

"To  establish,  construct,  maintain  and  operate  any  reason- 
able extension  of  its  existing  facilities  where,  in  the  judcrment 
of  said  Board  such  extension  is  reasonable  and  practicable  and 
will  furnish  sufficient  business  to  justify  the  construction  and 
maintenance  of  the  same,  and  when  the  financial  condition 
of  the  said   public  utility  reasonably  warrants  the  original 
expenditure  required  in  making  and  operating  such  extension." 
Tlie  Board  is  of  the  opinion  that  the  financial  condition  of  the 
respondent  reasonably  warrants  the  neccssar\'  expenditure   for  the 
purpo«e  of  making  this  extension,  provided  a  ?uital)lc  revenue  guar- 
antee is  made  by  the  petitioner. 

As  of  July  1st,  1919,  the  rates  of  the  respondent  company  were  re- 
adjusted and  increased  in  certain  particulars  after  investigations  and 
bearings. 

From  the  Board's  report  of  June  19th,  1919,  data  has  been  ob- 
tained to  determine  the  average  amount  of  revenue  required  from 


Digitized  byCjOOQlC 


324       Reports  of  Board  of  PrBuc  iTrLiTY  Commissioners. 


Wellwood  Park  Improvement  A«60.,  Inc.,  vs.  Merchantville  Water  Co. 

each  metered  consumer  in  order  to  meet  the  costs  as  developed  in 
those  proceedings.  This  calculation  is  detailed  in  Table  I  and  shows 
that  a  revenue  of  $11.90  is  required  per  customer,  based  on  the  op- 
erating expenses  and  the  sales  of  water  as  indicated  in  that  report. 

TABLE  I. 

RKVENUE  REQUIBED  PER  COXSrMER  PEB  1011)  RATE  CASE. 

Per  Consumer 

1009  Metered 

ConBumers 

36,000 

Total.         gal.  each. 

(A)  Total    Investment    chargeable    to    metered    con- 

sumers   less   distribution    mains,    services    and 

meters    $3(5,187  $35.1)0 

Distribution  System  charged  to  metered  con- 
sumers       $22,082  $22.50 

Services  (all  before  March  1st,  1017,  at  con- 
sumers*  expense)    757  .75 

Metem    installed    8,482  8.40 

(B)  Sub-totial,  three   items  above $31,021  $31.(55 

(O)   ToUl  Investment 08,108  (57.55 

Capital  Return,  Depreciation  and  Taxes  as  com- 
puted in  rate  report  on  (A)    3.322  3.30 

Capita]  Return,  Depreciation  and  Taxes  as  com- 
puted in  rate  report  on   (B)    2,030  2.00 

Sub-total     $(5^52  $(5.20 

Operating  Ex4>en8es   $5,81(5  $5.75 

Franchise  taxes  1.83  per  cent,  of  two  preceding 

items    221  .22 

Total    $12,280  $12.17 

Deduct  proportional  part  of  Miscellaneous  Reve- 
nue      271  .27 

$12,018  $11.00 

XoTE. — The  actual  revenue  indicated  in  the  1010  annual  report  with  adjuist- 
ment  for  change  in  rate  on  July  1st  is  approximately  $12.00. 

The  annual  reports  of  the  company  for  the  years  1919  and  1920 
indicate  tliat  the  average  amount  of  water  sold  per  metered  customer 
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has  been  larger  than  was  then  estimated  and  also  that  the  operating 
expenses  have  been  increased.  These  two  iteniis  in  part  oflFset  each 
other  and  in  view  of  the  decreasing  tendency  in  operating  costs  at 
the  present  time  it  is  believed  that  the  operating  expenses  per  cus- 
tomer as  determined  in  the  1919  rate  case  will  be  sufficiently  accurate 
for  the  purposes  of  this  report.  The  average  investment  per  metered 
coiKPumer  amounts  to  $67.55.  For  the  thirteen  consumers  who  are 
expected  to  be  connected  with  this  proposed  extension  the  total  in- 
vestment cost  due  to  the  higher  prices  prevailing  for  material  and 
labor  will  be  increased  to  $235.71  per  consumer.  This  cost  is  shown 
in  Table  II. 

TABLE  II. 

REVENITE   REQUIRED   FROM   TIIIRTEEX    CONSUMERS   ON    OAK    TERRACE. 

IVr 
Total.  Consumer. 

(A)  Total  Investment  chargeable  to  13  consumers 

less  distribution  mains,  services  and  meters. 

per  Table  I    .$4(50.70  $35.00 

New  Distribution  Main— 1,200  feet  (?^  $1.78. .  $2,130.00  $104.31 
13    Services — main    to    curb — at    $24.50    each 

(«verai?e  cost  to  date  from  May  1st,  1017) . .  318.50  24.50 

13  Meters  (at  $11.00  each)    143.00  11.00 

(B)  Sub-total,  three  preceding  items   $2,507.50  $100.81 

Total  Investment  chargeable  to  13  consumers. .    $3,004.20  $235.71 

Capital    Return,    Depreciation    and    Taxes    on 

(A),  per  rate  report  $42.00  $3.30 

Capital  Return  (8  per  cent.).  Depreciation  and 

Taxes  on   (B)    208.00  20.02 

Operating  Expenses  per  Table  I 74.75  5.75 

(C)  Sub-total  Gross  Revenue  retiuired $3a').71  $20.07 

Add  franchise  taxes  on    (C)    at  1.83  per 

cent $7.00  .54 

Deduct  proportional  part  of  Miscellaneous 

Revenue    3.51  .27 

., 3.5r,        .27 

Total  Annual  Costs $389.2(J  $20.04 

Deduct    fire    charges   payable    by    the    munici- 
pality, at  $0.00074  per  inch-foot    48.5.'{  3.73 

.$340.73  $20.21 
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In  the  rate-case  referred  to  above  the  capital  return  was  estimated 
at  7  per  cent.  This  return  was  sufficient  to  provide  approximately 
an  8  per  cent,  dividend  on  the  company's  capital  stock.  Due  to  the 
difficulty  of  financing  any  extensions  at  the  present  time,  it  is  con- 
sidered equitable  to  compute  the  capital  return  on  the  new  investment 
at  8  per  cent.  All  other  items  are  estimated  on  the  same  basis  as  the 
cost  for  the  present  customers  as  determined  in  the  Board's  report 
referred  to  above. 

The  testimony  indicates  that  the  Borough  of  Merchantville  and  the 
Township  of  Pensauken  will  install  two  hydrants  on  this  extension 
and  therefore  assume  the  inch-foot  charge  for  the  additional  main 
payable  for  fire  service.  The  cost  of  installing  fire  hydrants  them- 
selves and  the  revenue  to  be  derived  from  them  have  not  been  in- 
cluded in  these  estimates  as  the  cost  to  these  consumers  will  not  be 
effected  thereby.  Deducting  the  revenue  to  be  derived  from  the  inch- 
foot  charge  leaves  a  total  annual  revenue  to  be  provided  by  the  peti- 
tioners of  $340  or  $26.21  each. 

The  large  increase  in  the  cost  is  due  to  the  fact  that  the  invest- 
ment in  the  distribution  system  per  customer  on  tliis  extension  is 
approximately  six  and  one-half  times  the  corresponding  investment 
for  the  other  metered  consumers  of  this  company.  Present  customers 
pay  in  their  rates  practically  no  part  of  the  cost  of  the  house  service 
connection  as  all  of  the  services  installed  prior  to  March  1st,  1917 
(which  includes  85  per  cent,  of  all  of  the  services  at  present  in  place), 
were  installed  at  the  expense  of  the  present  consumers.  Since  March 
1st,  1917,  water  utilities  have  been  required  under  the  rule  of  the 
Board  to  install  and  maintain  at  their  own  expense  their  service  pipe 
from  main  to  curb  and  new  customers  must  pay  this  cost  in  their 
rates  on  an  annual  rather  than  a  lump  sum  payment  at  the  start. 
The  investment  cost  of  each  meter  has  also  been  increased.  The 
higher  prices  prevailing  at  the  present  time  and  the  fact  that  there 
will  be  a  less  number  of  customers  per  mile  of  main  on  this  extension 
as  compared  with  the  number  served  from  the  present  mains,  results 
in  higher  average  costs.  When  and  if  additional  consumers  are  con- 
nected to  this  six-inch  main  extension  the  yearly  fixed  charges  for  this 
main  should  be  divided  proportionately  between  all  of  tlie  consumers 
attached. 
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From  the  above  data  it  is  clear  that  the  Board  is  not  justified  in 
ordering  the  extension  of  this  main  at  the  present  time  unless  the 
customers  to  be  served  are  able  and  willing  to  provide  a  satisfactory 
guarantee  that  the  fixed  and  operating  charges  will  be  met.  This 
would  require  a  guarantee  from  each  customer  who  may  now  be 
served  of  $26.21  per  annum.  Upon  receipt  by  the  Board  of  the  neces- 
sary proof  showing  that  customers  to  be  served  will  guarantee  the 
revenue  referred  to,  the  Board  will  issue  an  order  requiring  the  ex- 
tension to  be  made. 

Dated  October  4th,  1921. 


No.  929. 

In  re  Application  of  the  Central  Railroad  Company  of  New 
Jersey  for  Authority  to  Issue  not  to  Exceed  $6,285,000 
Par  Value  of  Equipment  Notes  Under  Equipment  Trust 
Agreement  Dated  January  15th,  1920,  Made  with  Walker 
D.  HiNEs,  Director-General  of  Railroads  and  Guaranty 
Trust  Company  of  New  York  as  Trustee. 

By  its  Order  and  Report  dated  June  17th,  1920,  this  Board  ap- 
proved an  equipment  trust  agreement  made  by  the  Central  Railroad 
Company  of  New  Jersey  with  Walker  D.  Hines,  Director-General  of 
Railroads,  and  Guaranty  Trust  Company  of  New  York,  as  well  as  the 
i.'^suance  thereunder  of  -six  per  cent,  notes  to  the  aggregate  amount 
of  $5,775,000  par  value  to  pay  for  equipment,  the  purchase  price  of 
which  it  then  appeared  was  definitely  fixed. 

The  petition  alleges  that  since  the  making  of  said  order  and  report 
an  agreement  was  entered  into  for  the  purpose  of  revising  Schedule 
"A"  to  correct  an  error  therein ;  that  in  the  correction  of  said  error, 
an  amendatory  agreement  dated  September  1st,  1920,  was  entered 
into  by  and  between  the  said  Director-General  of  Railroads,  the  Cen- 
tral Railroad  Company  of  New  Jersey  and  Guaranty  Trust  Company 
of  New  York. 
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The  petition  further  recites  that  since  the  i^uance  of  the  said  order 
and  report  of  this  Board  the  eq.uipment  described  in  Schedule  "B" 
annexed  to  the  equipment  trust  agreement  had  been  delivered  and 
fifteen  additional  temporary  notes  dated  January  15th,  1920,  each  in 
the  amount  of  $162,500,  aggregating  $2,437,500,  have  been  issued 
together  with  $675.30  in  cash  and  covers  the  acual  purchase  price  of 
equipment  described  in  said  Schedule  "B,"  the  difference  between  the 
minimum  purcha.«e  pi  ice  and  the  schedule  purchase  price  being  de- 
scribed in  Schedule  "A"  as  revised;  that  the  actual  purchase  price 
of  all  said  equipment  has  been  agreed  upon,  determined  and  definitely 
fixed,  and  that  the  total  issue  of  notes  aggregating  $5,932,500  par 
value  has  been  issued  under  the  terms  of  the  said  agreement. 

The  relief  sought  by  the  present  supplemental  petition  is  the  ap- 
])roval  of  the  equipment  trust  agreement  as  amended  and  modified 
by  tlie  parties  and  authorizing  and  approving  the  issuance  of  six  per 
cent,  equipment  notes  to  the  amount  of  $157,500  in  addition  to  the 
amount  autliorized  by  this  Board  by  its  report  and  order  dated  June 
17th,  1920.  In  the  original  application  approval  was  sought  of  the 
issuance  of  notes  not  exceeding  $6,285,000  par  value  equipment  notes; 
the  Board  approved  of  the  issue  of  $5,775,000  par  value  equipment 
notes  in  that  it  appeared  that  the  purchase  price  of  the  equipment 
beycmd  this  amount  had  not  then  been  definitely  fixed  as  appears 
more  fully  in  the  Board's  report. 

In  support  of  the  present  application,  F.  T.  Dickerson,  the  sec- 
retary and  treasurer,  testified  that  the  actual  purchase  price  of 
all  the  equipment  covered  by  the  equipment  trust  agreement  had  now 
been  agreed  upon,  determined  and  definitely  fixed  by  the  Railroad 
Company  and  the  Director-General  of  Railroads;  that  the  price 
thereof  exceeds  the  sum  already  approved  by  the  Board  by  $157,500 
after  making  all  necessaiy  adjustments.  A  copy  of  the  amendatory 
agreement  entered  into  by  the  parties  thereto  was  furnishd  to  the 
Board  and  testimony  was  given  showing  the  manner  in  which  this 
amount  was  derived.  It  further  appears  that  equipment  notes  in 
this  amount  have  been  already  issued.  Upon  the  evidence  presented 
the  Board  will  issue  an  order  approving  of  the  amendatory^  equip- 
ment trust  agreement  as  well  as  the  issuance  of  the  equipment  notes 
to  the  amount  of  $157,500  thereunder. 

Dated  October  6th.  1921. 
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No.  930. 

Ox  Kehearino  of  Application  of  New  Jebsby  and  Pennsyl- 
vania Traction  C'ompany,  for  Increase  in  Rates. 

1.  If  a  railway  company  sees  fit  to  enter  into  a  com|>etitive  field  in  a  ftparsely 
I)opu]ated  district  it  must  be  assumed  that  it  has  considered  the  risk  of  com- 
petitive conditions.  It  cannot  expect  a  small  population  to  support  two  com- 
petitive utllitiei^  yielding  each  the  same  rate  of  fare  or  return  on  property 
which  would  be  allowed  if  only  one  were  in-  existence. 

2.  If  the  clainks  of  the  company  on  this  application  for  a  rehearing  were 
well  foumded  the  deficit  which  it  says  would  result  through  the  alleged  error 
would  be  approximately  $0,000.  It  appears,  however,  that  the  company  has 
effected  a  reduction  in  wages  amounting  to  $6,000  a  year.  TJie  Board  was  not 
aware  of  this  when  it  filed  its  report.  Even  if  the  contention  were  true  that 
the  Board  allowed!  $(5,000  less  than  was  intended,  this*  amount  is  offset  by  the 
saving  in  wages. 

3.  The  Board  sees  no  reason  to  modify  it«  order  and  the  application  is 
denied. 

Edgar  W\  Ihinf,  for  the  Conipany. 

Harvey  T.  Sat terth  wait e,  for  Lawrence  Township. 

Richard  Stockton,  3d,  for  the  Borough  of  Princeton  and  Township 
of  Princeton. 

WnJter  I).  Cough,  for  the  City  of  Trenton. 

The  New  Jersey  and  Pennsylvania  Traction  Company  filed  an 
application  for  an  increase  in  rates  which  was  passed  upon  hy  the 
Board  in  its  report  of  Augutit  19th,  1921.  The  company,  alleging, 
that  the  report  contained  errors,  made  application  for  rehearing. 
One  of  the  alleged  errors  is  that,  in  making  the  estimate  of  the 
numl>er  of  passengers  to  be  carried  for  the  ensuing  year,  the  Board 
erred  in  basing  its  calculations  upon  the  number  of  passengers  for 
the  years  1913  to  1920  inclusive.  T\\e  company's  contention  is  that 
tiie  years  1913  to  1916  cannot  be  used  as  a  basis  of  comparison 
because  the  number  of  zones  l)etween  Trenton  and  Princeton  had 
been  changed  from  time  to  time.     The  company  operated  two  zones 
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up  to  January,  1913.  From  that  date  to  October,  1916,  the  com- 
pany operated  three  zones  and  since  that  date  has  operated  four 
zones.  The  company  claims  that  the  year  1920  is  not  comparable 
with  respect  to  traffic  by  reason  of  the  fact  that  a  strike  was  de- 
clared against  the  company,  operative  from  April  to  July  or  August 
of  that  year. 

It  was  not  necessary,  however,  for  the  Board  to  use  the  years 
1913  to  1916  or  1920  to  support  its  conclusion.  It  is  apparent 
that  the  years  1917,  1918  and  1919  are  on  a  comparable  basis,  four 
zones  having  been  operated  during  those  years.  The  revenue  pas- 
sengers transported  in  1917  were  1,476,682;  in  1918,  1,610,588  and 
in  1919,  1,569,621.  The  increase  in  1919  over  1917  is  indicated 
by  the  ratio  of  1.063  or  a  compound  ratio  of  1.031  per  year.  For 
the  year  beginning  October  1st,  1921,  this  ratio,  compounded  for 
2%  years  would  indicate  about  1,710,000  passengers  to  be  carried. 
The  company  estimated  that  the  imposition  of  a  ten-cent  fare  for 
each  zone  would  entail  a  loss  in  the  number  of  passengers  trans- 
ported amounting  to  five  per  cent,  and  claims  further  that  under 
the  schedule  of  rates  permitted  by  the  Board,  four  out  of  five  pas- 
.^engers  would  take  the  ticket  rate  of  thirty  cents  for  the  entire  trip 
between  'Princeton  and  Trenton,  or  vice  versa.  As  this  amounts 
to  about  a  ten  per  cent,  increase  as  compared  with  upwards  of  40 
per  cent,  increase  in  rates  under  the  ten-cent  fare,  it  is  apparent  that 
the  company  would  not  lose  5  per  cent,  under  the  schedule  permitted 
by  the  Board  and  that  the  estimate  of  1,665,000  passengers  shown 
on  page  7  of  the  Board^s  report  is  based  on  facts.  It  is  not  neces- 
sary in  order  to  support  the  Board's  finding  in  this  respect  to 
consider  the  years  1913,  1914  and  1915. 

As  a  further  indication  that  the  percentage  of  increase  adopted  is 
consistent  with  present  conditions,  it  may  be  stated  that  the  number 
of  passengers  transported  in  the  first  seven  months  of  1919  was 
882,601  and  the  number  transported  in  the  same  period  of  1921 
aggregated  991,045,  an  increase  for  the  two  years  of  12.3  per  cent., 
or  a  yearly  compound  increase  of  6  per  cent,  as  compared  with  an 
increase  of  3.1  per  cent,  indicated  by  yearly  totals.  In  other  words, 
the  first  seven  months  of  1921  indicate  that  the  percentage  increase 
is  larger  than  those  indicated  by  the  yearly  increases  for  1917  to 
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1919.  There  would  appear  to  be  no  good  reason  to  assume  that  the 
Board  erred  in  the  figures  taken. 

Another  alleged  error  is  that  the  Board^s  computations  were  based 
upon  the  allowance  of  an  8-cent  flat  fare  to  the  company  when  as  a 
matter  of  fact  the  Board  allowed  but  an  8-cent  base  with  four 
tickets  for  30  cents.  The  actual  result  as  estimated  by  the  company 
will  be  that  it  will  receive  between  $5,000  and  $6,000  less  than  the 
flat  8-cent  fare  would  bring.  The  Board  did  not  err  in  this  respect. 
It  istated  in  its  report  that  the  situation  with  regard  to  this  com- 
pany was  somewhat  different  from  that  of  other  utilities  because  it 
had  as  to  part  of  its  line,  according  to  the  reports  and  records  on 
file,  entered  into  a  competitive  field  which  was  but  sparsely  pop- 
ulated between  the  cities  of  Trenton  and  Princeton.  The  result  is 
that  there  are  two  lines  for  a  greater  portion  of  the  territory  be- 
tween Trenton  and  Princeton  supplying  the  needs  of  a  population 
wliich  could  be  well  met  by  one  line.  If  a  railway  company  sees 
fit  to  enter  into  a  competitive  field  in  a  sparsely  populated  district, 
it  must  be  assumed  that  it  has  considered  the  risk  of  competitive 
conditions.  It  cannot  expect  a  small  population  to  support  two 
competitive  utilities  yielding  each  the  same  rate  of  fare  or  return 
on  property  which  would  be  allowed  if  only  one  of  them  were  in  ex- 
istence. Furthermore,  when  this  company  projected  this  line  between 
Trenton  and  Princeton,  its  route  wtas  divided  into  two  zones  of  5 
cents  each,  enabling  the  rider  to  go  from  Trenton  to  Princeton 
for  10  cents.  It  has  obtained  increases  in  fare  from  time  to  time 
so  that  with  the  increase  just  made  by  this  Board  (the  insufficiency 
of  which  is  alleged  upon  this  rehearing)  the  company  will  now  re- 
ceive 32  cents  for  a  ride  betwe^i  Trenton  and  Princeton  from 
those  who  do  not  secure  tickets  and  30  cents  from  those  who  do 
secure  tickets — ^that  is  to  say  at  least  200  per  cent,  more  than  it 
proposed  to  charge  the  people  when  it  was  projected  and  which  it 
did  charge  for  several  years  after  its  construction.  The  competing 
company  for  the  same  trip  from  Trenton  to  Princeton  receives  but 
24  cents. 

Even  if  the  claims  of  the  company  on  this  application  for  a  re- 
hearing were  well  founded,  the  deficit  which  it  says  would  result 
through  the  alleged  error  would  be  approximately  $6,000.  It  ap- 
pears, however,  that  the  company  has  effected  a  reduction  in  wages 
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amounting  to  $6,000  a  year.  The  Board  was  not  aware  of  this  when  it 
filed  its  report.  As  a  matter  of  fact,  therefore,  even  if  the  contention 
of  the  company  that  the  Board  erred  were  true,  namely,  that  the 
Board  allowed  $6,000  less  than  was  intended,  this  amount  is  offset 
by  the  saving  in  wages. 

Tlie  Board  sees*  no  reason  to  modify  the  order  and  the  applica- 
Hon  is  denied. 

Dated  October  6tli,  1921. 


No.  931. 

In  the  Matter  of  the  Application  of  the  West  Jersey  and 
Seashore  Railroad  Company  to  Discontinue  Maintaining 
AN  Agent  at  Avalon.  and, 

Application  of  the  West  Jersey  and  Seashore  Railroad  Com- 
pany TO  Discontinue  Maintaining  an  Agent  at  Peermont 
FROM  October  1st  to  June  1st. 

As  the  necessity  for  an  agent  is  apparent  at  Avalon  and  Peermont  to  afford 
required  stational  convenienc-e  durint;  the  period  that  business  warrants,  the 
Board,  under  present  conditions,  will  approve  of  an  agent  to  be  on  duty  from 
May  1st  to  November  1st;  ak«o  that  fiftatiosHt  be  kept  open  and*  maintained 
for  the  convenience  of  passengers  during  remaining  months  of  the  year. 

George  A.  Bourgeois,  for  the  Company. 

Louis  B.  Tiunl',  for  the  Protestant?. 

This  matter  comes  to  the  Board  upon  application  of  the  West 
Jersey  and  Seashore  Railroad  Company  for  permission  to  discontinue 
the  maintenance  of  an  agent  at  Avalon  Station  throughout  the  year; 
also  to  discontinue  agency  at  Peermont  excepting  the  months  of  July, 
August  and  September.  It  is  proposed  to  handle  freight  business  at 
.\valon  Station  from  the  Peermont  Station  during  said  months; 
and  for  remaining  months  of  the  year  freight  business  at  both  stations 
to  l)e  under  the  jurisdiction  of  the  agent  at  Stone  Harbor. 
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Peermont  and  Avalon  are  located  in  the  Borough  of  Avalon.  and 
it  was  agi'eed  at  the  hearing  held  at  Atlantic  City  June  6th,  1921, 
to  consolidate  the  cases  as  testimony  covering  both  was  similar  in 
character. 

Permission  for  proposed  changes  is  requested  under  section  20  of 
Chapter  195,  I^aws  of  1911,  viz.: 

"Xo  railroad  company  shall,  without  first  obtaining  the 
approval  of  the  Board,  abandon  any  railroajd  station  or  stop 
the  sale  of  passenger  tickets,  or  cease  to  maintain  an  agent  to 
receive  and  discharge  freight  at  any  station,  now  or  hereafter 
established  in  this  state,  at  which  passenger  tickets  are  now  or 
hereafter  may  be  regularly  sold,  or  at  which  such  agent  is  now 
or  may  hereafter  be  maintained." 

Avalon  and  Peermont  stations  are  on  the  Stone  Harbor  Branch 
of  the  West  Jersey  and  Seashore  Railroad,  and  being  located  on  the 
shore,  during  the  summer  months  considerable  traffic  is  handled  at 
said  points.  The  populated  sections  of  the  borough  are  in  the  vicinity 
of  the  station  sites.  A  platform  is  located  at  2l5t  Street,  midway 
between  the  stations,  and  stops  are  made  by  excursion  trains  at  this 
point,  being  more  convenient  for  handling  the  traffic. 

Statements  submitted  of  revenue,  both  passenger  and  freight,  in- 
bound and  outbound,  show  that  the  heaviest  business  moves  during 
the  months  of  May,  June,  July,  August  and  September,  and  the 
volume  of  business  would  appear  to  warrant  maintaining  adequate 
stational  facilities  for  the  proper  and  expeditious  handling  of  traffic, 
express,  freight  and  baggage,  during  the  months  of  heavy  travel. 

From  brief  submitted  by  the  representative  of  the  borough,  com- 
munications from  interested  parties,  also  testimony  produced  at  the 
hearing,  it  appearing  that  if  arrangements  could  be  made  to  maintain 
agents  at  Avalon  and  Peermont  during  a  portion  of  the  year,  such 
arrangement  would  be  satisfactory.  As  the  necessity  for  an  agent  is 
apparent  at  Avalon  and  Peennont,  to  afford  required  stational  con- 
veniences during  the  period  that  business  warrants,  the  Board  under 
present  conditions  will  approve  of  an  arrangement  requiring  an  agent 
to  be  on  duty  from  May  1st  to  November  Ist,  also  that  stations  be 
kept  open  and  maintained  for  the  convenience  of  passengers  during 
remaining  months  of  the  year. 

Dated  October  20th,  1921. 
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No.  932. 

In  the  Matter  of  Application  of  the  City  of  Newark  for  a 
Change  in  the  Standard  for  Gas. 

1.  The  Board  repeats  what  was  said  by  the  former  Board  in  1020  after  an 
exhaustive  investigation  made  by  it  at  that  time  tiiat  the  testimony  shows  that 
the  present  rate  of  consumption  of  gas  oil  and  the  conservation  of  the  fuel 
supply  made  a  change  in  the  oaloriiic  standard  at  that  time  desirable. 

2.  The  conditions  referred  to  by  the  Board  at  that  time  continue  and  will 
continue  in  the  judgment  of  this  Board.  The  reasons  given  by  the  Board  in 
1920  for  the  fixing  of  the  calorific  standard  at  525  B.  t.  u.  are  as  applicable 
today  as  they  were  a  year  ago. 

E,  TV.  Wakelee,  E.  A.  Armstrong  and  G,  H.  Blake,  for  Public 
Service  Gas  Company. 

Jerome  T.  Conghion  and  J.  G.  Wolber,  for  the  City  of  Newark. 

George  L.  Record,  for  the  City  of  Jersey  City. 

Benjamin  Natal,  for  the  City  of  Camden. 

William  A.  Karana^gh,  for  the  City  of  Hoboken. 

Joseph  T.  Hague,  for  the  City  of  Elizabeth. 

A.  0.  Miller,  for  the  City  of  Passaic. 

William  P.  TTnrley,  for  the  Town  of  Nutley. 

Welcome  W.  Bender,  for  the  Chamber  of  Commerce  of  Elizabeth. 

F.  i?.  Ciitcheon,  for  the  Consolidated  Gas  Company. 

*S^.  J.  Franklin,  for  the  Cumberland  County  Gas  Company. 
77.  5.  Schutt,  for  the  Atlantic  City  Gas  Company. 
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William  Wherry,  Jr.,  for  the  New  Jersey  Gas  Association. 

l)r,  W.  G,  HanraJian,  for  Rent  Payers'  Association  of  Essex  County 
and  Federation  Improvement  Associations. 

James  W,  Howard,  on  his  own  behalf. 

The  Board  gave  notice  of  its  intention  to  investigate  the  rates 
oliarged  for  gas  by  the  Public  Service  Gas  Company  and  set  the 
first  hearing  in  the  matter  for  August  3d,  1921.  The  case  was 
called  upon  that  date  and  the  Board's  counsel  proceeded  to  intro- 
duce testimony  when  the  corporation  counsel  of  the  City  of  Newark 
gave  notice  that  that  city  demanded  an  increase  in  the  calorific 
standard  of  gas.  He  was  given  permission  to  file  a  petition  with 
the  Board  for  that  purpose.  There  was  thus  injected  into  the  pro- 
ceeding by  the  City  of  Newark  a  question  which  had  to  be  decided 
before  the  Board^s  investigation  into  the  rates  could  proceed,  it  be- 
ing impossible  to  fix  a  price  for  gas  until  the  Board  should  fix  the 
standard  for  gas  under  Newark's  petition.  The  rule  fixing  the 
standard  for  gas  being  applicable  to  all  gas  companies  in  the  state 
general  notice  of  hearing  was  given,  and  the  gas  companies  were 
lepresented.  Since  August  3d,  therefore,  the  Board  has  been  taking 
testimony  on  the  question  raised  by  Newark's  petition.  The  burden 
of  proof  was  upon  the  cities  of  Newark  and  Jersey  City  and  one  or 
two  other  municipalities  which  followed  the  lead  of  the  City  of 
Z^ewark  in  this  matter.  The  witness  presented  by  the  City  of 
Newark,  Mr.  PVancisco,  who  is  employed  by  that  city  and  is  in 
charge  of  its  municipal  gas  bureau,  testified  that  he  believed  that  the 
standard  of  525  British  thermal  units  (the  present  standard)  was 
the  best  one.  He  did  not  favor  an  increase  in  the  standard.  Not- 
withstanding the  testimony  of  Mr.  Francisco,  the  case  proceeded. 
The  Board  requested  the  United  States  Bureau  of  Standards  of  Gas 
at  Washington  to  send  a  re])rosentative  to  the  hearing  and  also  re- 
quested the  attendance  of  a  representative  of  the  gas  department  of 
the  Public  Utilities  Commission  of  Massachusetts.  They  attended 
and  gave  testimony.  This  was  done  because  representatives  of  these 
bodies  had,  upon  a  similar  request,  testified  before  the  Board  of 
Public  Utility  Commissioners  of  this  state  in  1920,  when  the  ques- 
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tion  of  change  in  the  gas  standard  first  came  before  the  Board  for 
determination.  The  Public  Service  Gas  Company  and  the  other  ^rs^ 
companies  called  numerous  expert  witnesses  as  to  the  best  ptandard 
of  gas  from  the  standpoint  of  economy  of  (1)  natural  resources, 
(2)  cost  of  manufacture,  (3)  cost  of  the  consumer.  The  testimony 
was  overwhelmingly  opposed  to  an  increase  in  the  standard.  The 
Board  repeats  what  was  said  by  the  former  Board  in  1920  after  an 
exhaustive  investigation  made  by  it  at  that  time,  that  the  testimony 
shows  that  the  present  rate  of  consumption  of  gas  oil  and  the  con- 
servation of  the  fuel  supply  made  a  change  in  the  calorific  standard 
at  that  time  desirable.  The  conditions  referred  to  by  the  Board  at 
thfit  time  continue  and  will  continue  in  the  judgment  of  this  Board. 
The  reasons  given  by  the  Board  in  1920  for  the  fixing  of  the 
calorific  standard  at  525  B.  t.  u.  are  as  applicable  today  as  they  were 
a  year  ago.  We  do  not,  however,  express  any  opinion  at  this  time 
as  to  the  claim  of  the  companies  that  the  lower  standard  of  gas, 
namely,  525  B.  t.  u.  gas  can,  because  of  its  uniform  value,  Ihj  used 
with  such  greater  efficiency  that  any  increase  in  quantity  of  gas 
consumed  by  the  customer  would  he  offset  by  such  increase  in  effi- 
ciency. That  is  a  matter  which  will  be  more  fully  investigated  in 
the  gas  rate  case  which  the  Board,  having  now  disposed  of  the 
standard  case,  is  proceeding  to  hear. 

Since  the  adoption  of  the  525  B.  t.  u.  standard  by  the  Board  in 
1920,  complaints  as  to  the  service,  the  amount  of  gas  consumed 
and  the  amount  of  bills  rendered  have  been  far  more  numerous  than 
theretofore.  We  are  led  to  conclude  from  the  testimony  that  much 
of  the  trouble  experienced  by  consumers  was  due  to  the  failure  to 
promptly  adjust  the  consumers'  appliances  to  the  new  standard  fixed 
by  the  Board.  There  appears  to  be  some  misunderstanding  in  the 
interpretation  of  the  Board's  order  which  altered  the  old  standard. 
In  this  (the  old)  standard  the  companies  were  required  to  supply 
gas  with  a  monthly  average  total  heating  value  of  not  less  than  000 
B.  t.  u.  with  a  minimum  which  should  not  fall  below  550  B.  t.  u. 
The  rule  as  modified  prescribes  a  minimum  total  heating  value  of  525 
B.  t.  u.  but  does  not  refer  to  average  value.  The  companies  gen- 
erally, except  the  Public  Ser\'ice  Gas  Company,  have  interpreted 
this  as  eliminating  the  average  value  from  consideration.  The  Pub- 
lic Service  Gas  Company  has  assumed  that  to  supply  gas  with  an 
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average  heating  value  of  .V^o  B.  t.  \i.  would  he  a  eouiplianee  with  the 
rule. 

If  this  company  had  heen  confronted  hy  nothing  hut  the  action 
of  the  Board  in  modifying  the  rule  and  such  action  had  not  been 
related  to  a  coiucident  jiroceeding  in  which  its  rates  were  fixed, 
its  interpretation  of  the  rule  would  seem  to  he  unwarranted.  It  ap- 
])ears,  however,  that  the  rule  as  to  the  hearing  standard  was  modi- 
fied by  an  order  of  the  old  Board  filed  August  3d,  1920,  and  that  on 
the  following  day  a  decision  was  filed  fixing  the  company's  rates. 
In  fixing  the  rates,  the  operating  expenses  appear  to  have  l)een 
estimated  on  the  assumption  that  gas  having  an  average  heating 
value  of  525  B.  t.  u.  should  be  supplied,  and  determination  of  the 
rate  was  influenced  by  this  assumption. 

It  does  not  appear  that  the  gas  supplied  by  the  Public  Service 
Gas  Company  compares  unfavorably  with  that  furnished  by  other 
companies,  which  confronted  by  the  rule  alone,  have  applied  it  in 
accordance  with  its  apparent  literal  significance.  The  rule,  however, 
should  be  free  from  any  misunderstanding  as  to  it<  meaning.  As 
the  Public  Service  Gas  Company  supplies  the  greater  part  of  the 
gas  consumed  in  the  state  and  to  now  require  it  to  change  its  inter- 
pretation of  the  rule  might  result  in  undesirable  complications  in 
the  rate  proceeding  being  conducted  by  the  Board  without  cor- 
responding advantage  to  its  customers,  it  i,«  deemed  inadvisable  to 
insist  upon  such  change.  In  order,  however,  that  there  may  not  be 
a  continued  apparent  conflict  between  the  rule  as  worded  and  the 
practice  of  the  company  the  Board  will  change  the  wording  of  the 
rule  so  that  there  will  be  no  doubt  if  gas  is  supplied  with  a  minimum 
daily  average  of  525  B.  t.  u.  it  will  be  in  compliance  therewith. 

Dated  November  4th,  1921. 

ORDER.     . 

The  Board  of  Pn])lic  Ttility  Comiriissi oners  having  duly  heard 
the  application  of  the  City  of  Newark  for  a  change  in  the  heating 
standard  for  gas,  and  having  on  the  fourth  day  of  November,  nine- 
teen hundred  and  twenty-one.  made  and  filed  a  report  Avhich  by 
reference  thereto  is  made  ])art  hereof,  the  Board 
22 
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Herkby  orders  that  Rule  TX  of  the  rules  fixed  by  the  Board  as 
establishing  adequate  and  serviceable  standards  and  just  and  reason- 
able regulations  to  be  followed  by  utilities  engaged  in  the  production, 
sale  and  distribution  of  gas,  adopted  October  seventeenth,  one  thou- 
sand nine  hundred  and  eleven,  and  amended  by  an  order  of  the 
Board  filed  August  third,  nineteen  hundred  and  twenty,  be  further 
amended  to  read  as  follows: 

"The  company  furnishing  gas  which,  within  a  one-mile  radius 
from  the  distribution  center,  gives  a  minimum  daily  average  total 
heating  value  of  525  B.  t.  u.  which  shall  not  fall  below  a  minimum 
of  515  B.  t.  u.,  may  be  considered  as  giving  adequate  service  so  far 
as  the  heating  value  of  the  gas  is  concerned." 

This  order  shall  become  effective  December  1st,  1921. 

Dated  November  9th,  1921. 


No.  933. 

Ix  THE  ^Fatter  of  the  Application  of  the  West  Jersey  and 
Seashore  Railroad  Company  to  Discontinue  AIaintaining 
AN  Agent  at  Buena. 

The  necessity  for  the  presence  of  an  agenl  or  clerk  for  a  portion  of  the  day 
is  mauifeiit  and  arrangement  should  be  made  lo  have  a  representative  at  the 
station  from  eight  a.  m.  luitil  one-thirty  p.  M.  daily  excepting  Sundays:  also 
thot  the  station  be  kept  open  during  the  hours  it  is  at  present  open  for  the 
convenience  of  passengers. 

Geonje  A.  Boiiryeovi,  for  the  Company. 

Charles  Wrai/^  for  the  Protestants. 

This  application  i?  made  bv  the  West  Jersey  and  Seashore  Rail- 
road to  discontinue  the  services  of  the  agent  at  Buena,  the  company 
basing  its  request  on  the  present  necessity  of  reducing  operaling  ex- 
penses. 
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Buena  is  located  on  the  Electric  Division  between  Newfteld  and 
Atlantic  City,  3.4  miles  north  of  Richland,  and  1.2  miles  south  of 
Minotola.  It  is  the  center  of  a  rural  community  and  main  high- 
ways through  Buena  lead  to  Philadelphia,  Hammonton,  Vineland, 
Atlantic  City  and  other  points.  Within  a  short  distance  from  the 
station  are  general  stores  and  post  office. 

Statements  of  revenues,  passenger  and  freight,  submitted  at  the 
hearing  show  for  the  year  1919  outgoing  freight  revenue  was  $253.85. 
inbound  $1,889.86,  passenger  revenue  $1,569.64;  total  freight  and 
passenger  revenue  $3,713.35.  For  1920  outbound  revenue  was 
$418.18,  inbound  $4,867.94,  passenger  revenue  $1,571.67;  total 
freight  and  passenger  revenue  $6,857.79.  The  increase  of  revenue 
in  1920  over  1919  was  due  to  an  exceptional  movement  of  materials 
in  the  month  of  November,  1920,  for  use  in  connection  with  road 
construction  at  Buena.  The  freight  and  passenger  revenue  for  the 
first  four  months  of  1921  was  $1,747.26,  representing  a  probable 
revenue  of  approximately  $5,000  for  1921.  The  agent's  salary  is 
$1,519  per  annum.  Basing  revenue  on  $5,000  per  year,  the  expenses 
of  maintaining  the  agent  is  approximately  30  per  cent,  of  the  total 
revenue. 

While  the  reasonableness  of  the  company's  desire  to  reduce  op- 
erating expenses  is  recognized,  the  discontinuance  of  the  agent  would 
undoubtedly  result  in  inconveniencing  shippers  and  receivers  of  freight 
and  express  to  an  extent  that  would  not  be  justified  considering  the 
volume  of  business.  The  necessity  for  the  presence  of  an  agent  or 
clerk  for  a  portion  of  the  day  is  manifest  and  arrangement  should  be 
made  to  have  a  representative  at  the  station  from  8  a.  m.  until  1.30 
p.  M.  daily,  excepting  Sundays;  also  that  the  station  be  kept  open 
during  the  hours  it  is  at  present  open  for  the  convenience  of  pas- 
sengers. 

If  the  company  will  arrange  to  have  a  representative  at  the  station 
for  the  transaction  of  necessary  business  from  8  a.  m.  until  1.30  p.  m. 
and  keep  the  station  open  covering  hours  now  in  eflFeet,  the  Board 
will  approve  such  an  arrangement  in  lieu  of  agency  now  effective. 

Dated  November  4th,  1921. 
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No.  834. 

Jx  THE  Matter  of  the  Application  of  the  West  Jersey  and 
Seashore  Kailroad  Company  to  Discontinfe  Maintaining 
AN  Agent  at  Forest  Grove. 

As  the  expense  of  maintaining  tlie  agency  at  Forest  Grove  represents  so 
large  a  percentage  of  the  total  revenue,  if  the  company  is  to  be  permitted 
to  decrease  operating  expenses  reductions  must  be  made  in  it(*ms  lea«t  affecting 
the  general  operations  of  the  property.  For  the  present  the  company  should 
be  permitted  to  discontinue  the  services  of  the  agent,  and  if  future  conditions 
change  to  the  extent  of  waiTanting  the  re-establishment  of  an  agent  the  matter 
will  be  given  further  consideration. 

George  A.  Bourgeois,  for  the  Company. 

Joseph  LittJe  and  Charles  //.  Lincoln,  for  the  Protestants. 

The  application  of  the  West  Jersey  and  Seashore  Railroad  Com- 
pany states  that  pennission  is  requested  to  discontinue  maintaining 
an  agent  at  Forest  Grove  as  the  revenue  from  passenger  and  freight 
husiness  is  disproportionate  with  the  cost  and  expense  of  the  agency. 

Forest  Grove  is  located  on  the  Electric  Division  between  Newfield 
and  Atlantic  City,  2.9  miles  i^outh  of  Xewfield  and  1.6  miles  north 
of  Minotola.  Statements  of  revenues,  passenger  and  freight,  sub- 
mitted at  the  hearing  show  for  year  1919  outbound  freight  revenue 
was  $4.66,  inbound  $1,615.59,  passenger  revenue  $2,254.16;  total 
freiglit  and  passenger  revenue  $3,874.41.  For  1920  outbound  freight 
revenue  was  $106.17,  inbound  $1,351.23,  passenger  revenue  $2,260.40; 
total  freight  and  passenger  revenue  $3,717.80.  From  September, 
1920,  to  May,  1921,  expre5*s  revenue  was  $549.44,  averaging  approxi- 
mately $70  per  month  throughout  the  year.  The  salary  of  the  agent 
is  $1,414.62  per  annum,  and  expense  of  maintaining  the  agency  is 
approximately  40  per  cent,  of  the  total  revenue. 

As  a  means  of  reducing  operating  expenses  railroad  companies  are 
discontinuing  agents  at  stations  where  the  expense  of  maintaining  an 
agency  is  out  of  proportion  witli  the  revenue.  The  cost  of  the  Forest 
Grove  Agency  being  a])proximately  40  per  cent,  of  the  total  yearly 
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revenue,  it  does  not  seem  unreasonable,  under  existing  conditions,  to 
permit  the  elimination  of  the  services  of  the  agent.  Agents'  salaries 
are  fixed  by  the  Federal  Wage  Board  and  reductions  are  not  permitted 
without  the  approval  of  said  Board. 

It  is  proposed  to  place  Forest  Grove  under  the  supervision  of  the 
agent  at  Minotola^  who  will  perform  all  services  in  connection  with 
the  handling  of  freight.  The  station  will  be  kept  open  for  the  con- 
venience of  patrons  and  provision  made  for  a  caretaker  to  maintain 
the  building  properly  cleaned,  heated  and  lighted.  The  scheduled 
train  stops  will  be  continued,  and  fares  can  be  paid  to  conductor  on 
train  without  additional  excess. 

As  the  expense  of  maintaining  the  agency  at  Forest  Grove  repre- 
>ents  so  large  a  })ercentaage  of  the  total  revenue,  if  the  company  is 
to  be  permitted  to  decrease  operating  expenses,  reductions  must  be 
made  in  items  least  affecting  the  general  operations  of  the  property. 
The  *  Board  therefore  concludes  that  for  the  present  the  company 
should  be  ))ermitted  to  discontinue  the  services  of  the  agent,  and  if 
future  conditions  change  to  the  extent  of  warranting  the  re-establish- 
ment of  an  agent,  the  matter  will  be  given  further  consideration. 

Dated  November  4th,  1921. 


No.  936. 

Ix  THE  Matter  of  Application  of  the  Pennsylvania  EailRoad 
CoiiPANY  TO  Discontinue  Maintaining  an  Agent  at 
Allaire. 

The  amount  of  business,  both  passenger  and  freight,  is  RmaH  and  as  the 
salary  required  to  be  paid  the  agent  at  Alkiire  is  about  $1,000  per  year,  more 
than  twice  the  amount  of  the  total  revenue  for  the  year  1920-21,  it  does  not 
seem  reasonable  that  the  company  should  be  required  to  maintain  an  agent 
under  existing  conditions. 

W.  Holt  Apgar,  for  the  petitioner. 
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This  matter  is  before  the  Board  upon  application  of  the  Pennsyl- 
vania Railroad  Company  to  discontinue  the  sen'ices  of  an  agent  at 
Allaire.  It  is  claimed  that  as  the  expenses  for  maintaining  the 
agency  are  in  excess  of  revenue,  the  amount  of  business  does  not  war- 
rant maintaining  tlie  services  of  an  agent. 

Allaire  is  located  on  the  Trenton  Division,  1.9  miles  wet^t  of  Allaire, 
and  3.1  miles  east  of  Farmingdale.  The  coimtry  in  the  vicinity  of 
Allaire  Station  is  sparsely  populated  and  within  a  mile  and  a  half  of 
tlie  station  there  are  approximately  150  people.  Allaire  is  a  block 
station  in  connection  with  the  operating  of  trains  and  in  addition  to 
agent's  duties  as  agent,  he  acts  also  as  operator  of  block  signals.  It  is 
intended  in  the  event  agent  is  discontinued  at  Allaire  to  make  oper- 
ating block  between  Allenwood  and  Farmingdale. 

The  agent's  salary  is  about  $1,600  per  year,  and  total  expenses 
from  September  1st,  1920,  to  August  31st,  1921,  were  $1,837.50. 
The  total  receipts  for  the  year  1916  were  $2,766.93;  for  1918, 
$1,071.66,  and  from  September  1st,  1920,  to  August  31st,  1921, 
$703.05.  The  community  is  not  as  active  as  in  former  3^ears.  and 
revenues  have  considerably  decreased  on  account  of  removal  from  the 
community  of  industries  and  consequent  reduction  in  passenger  busi- 
ness. 

Tilne  discontinuance  of  agencies  at  stations  where  business  has  de- 
creased is  considered  by  the  company  a  reasonal)lc  mean?  of  reducing 
operating  expenses  in  the  general  program  of  economy.  Under  provi- 
sions of  the  existing  federal  requirements  the  salary  of  agents  is  fixed 
by  the  Federal  Wage  Board  and  present  rate  will  bo  continued  and 
cannot  be  reduced  without  approval  of  said  Board. 

The  company  propOv^es  to  keep  the  station  clean,  warm  and  lii^hted 
for  the  convenience  of  passengers.  Tickets  will  not  l)e  sold,  but  they 
can  be  purchased  from  cond^ictor  on  train  without  payment  of  any 
excess.  Allaire  will  be  made  a  prepaid  station  ;  outgoing  freight  ship- 
ments, billed  collect;  incoming  shipments,  prepaid.  The  amount  of 
business,  both  passenger  and  freight,  is  small,  and  as  the  salary 
required  to  be  paid  to  the  agent  at  Allaire  is  about  $1,600  per  year, 
more  than  twice  the  amoimt  of  the  total  revenue  for  the  year  1920- 
1921.  it  does  not  seem  reasonable  that  tlie  company  should  be  required 
to  maintain  an  agent  under  existing  conditions.  The  Board  will 
therefore  permit  discontinuing  the  station  agency  at  Allaire. 

Dated  November  4th,  1921. 
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No.  936. 

I 

In  the  Matter  of  the  Application  of  the  Blackwood  Water 
Company  for  Increase  in  Rates. 

In  view  of  an  agreement  between  a  water  company  and  its  customers  that 
increase<]  rates  migibt  be  charged,  provided  certain  improvements  were  made 
in  the  company's  plant,  increased  rates  were  authorized  to  become  effective 
following  completion  of  the  improvements  agreed  upon. 

Letvis  Starr,  for  tlie  petitioner. 

Samuel  P.  Hagerman,  for  the  Town&liip  of  Gloucester. 

Tliis  matter  was  originally  set  for  hearing  at  Camden  on  October 
4th.  At  that  time  representatives  of  the  company  and  of  the  township 
were  present,  but  as  it  did  not  appear  that  proper  notice  had  l)een 
given,  the  matter  was  postponed  to  a  later  date.  The  suggestion  was 
also  made  to  the  company  that  a  conference  between  the  company  and 
those  representing  its  customers  might  result  in  some  form  of  agree- 
ment. Such  conference  was  held  and  the  hearing  was  resumed  on 
October  24th  in  the  Court  House  in  Camden,  at  which  time  several  of 
the  citizens  appeared. 

At  the  hearing  counsel  for  the  company  stated  that  tlie  sugii:estcd 
conference  with  representatives  of  tlie  consumers  had  been  lield  and 
that  they  had  agreed,  subject  to  confirmation  by  the  Board,  that  a 
new  schedule  of  rates  might  be  miade  effective  in  Blackwood  similar 
to  a  schedule  which  had  been  recently  approved  by  the  Board  for  the 
company  supplying  Laurel  Springs.  As  these  two  communities  are 
somewhat  similar  in  character  and  located  near  one  another,  it  ap- 
peared desirable  that  rates  be  fairly  uniform,  especially  as  the  operat- 
ing conditions  appeared  to  be  somewhat  similar  in  connection  with 
the  two  companies.  The  Laurel  Springs  schedule,  however,  omitted 
certain  items,  four  in  number,  which  it  appeared  desirable  should  be 
incorporated  in  the  schedule  of  the  Blackwood  AVater  Company. 
Thev  are  as  follows : 
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Nozzle  suitable  for  ho:«e  connection  Hpigots $10.00 

ilVuntains  in  stores 15.00 

Knitting  mill,  flat  mte  of 20.00 

Foundry,  flat  rate  of   HT^iH) 

'J'lie  rates  a^wd  upon  are  on  a  fixture  rate  ba?is  and  it  was  further 
a^'reed  that  if  eonguniers  an*  .supplied  tlirough  meters  the  rates  will  he 
the  sanie  as  in  Laurel  Springs,  that  is,  with  a  minimum  charge  of 
twelve  dollars  and  the  hasie  rate  commencing  at  thirty  cents  per 
thousand  gallons. 

The  property  of  this  c*ompany  has  l)een  appraised  by  an  engineer 
for  the  wmpany  and  this  appraisal  was  checked  by  the  Board's  engi- 
neers, 'riie  valuation  of  the  property  as  a  Imsis  for  rates  found  by 
the  water  company's  engineer  was  $40,633.10.  This  is  inclusive  of 
reasonable  allowances  for  organization  and  legal  expenst»s,  working 
capital,  and  an  allowance  of  two  thousand  dollars  for  the  cost  or 
value  of  the  developed  business.  Depreciation  has  l)een  deducted  in 
the  full  amount  of  $7,154.97,  so  that  the  value  claimed  by  the  com- 
pany as  a  basis  for  rates  is  the  full  depreciated  present  value  of  the 
property.  A  study  of  the  unit  prices  used  by  the  company's  engineer 
shows  that  pre-war  prices  have  governed  throughout  with  property 
built  during  the  last  few  years  included  at  its  cost,  so  that  no  claim 
has  l)een  set  up  based  upon  wartime  prices. 

The  earnings  and  expenses  of  the  past  three  calendar  years  show 
that  the  company  had  available  as  a  return  on  investment  the  fol- 
lowing : 

1018   $708.00 

1019    058.07 

1920    388.50 

This  net  revenue  is  the  amount  available  after  paying  wages  for 
operation,  maintenance  and  repairs,  taxes  and  insurance,  and  nothing 
has  been  allowed  for  administration,  superintendence,  nor  for  annual 
depreciation.  It  will  thus  be  seen  that  the  amounts  s^et  out  as  return 
do  not  constitute  net  income.  However,  assuming  that  the  net  revenue 
was  available  as  a  return  on  investment,  this  would,  in  the  year  1918. 
have  c(mstituted  six  per  cent,  of  $11,800;  in  the  year  1919,  six  per 
cent,  of  $15,977 ;  and  in  the  year  1920,  six  per  cH^nt.  of  $6,475.  The 
amount  on  which  this  net  revenue  would  have  given  six  per  cent,  i^^ 
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SO  far  below  the  rate  ba^^e  claimed  by  the  company  that  tiie  matter  of 
valuation  does  not  enter  into  tlie  solution  of  this  proWem  at  all. 

The  company  has  at  various  times  in  the  last  few  years  liad  a  num- 
ber of  bills  for  extraordinary  repairs  which  should  not  be  taken  as 
corresponding  to  the  average  for  such  items.  Furthermore,  the  com- 
pany has  in  view  the  necessity  of  making  further  extraordinary 
repairs.  On  tliis  account  an  estimate  has  been  made  of  the  probable 
average  operating  expenses  on  a  normal  basis.    Tliis  is  as  follows : 

Bistiinated  operating  expenses $1,130 

Return  at  5  per  cent,  on  $30,000 1,500 

Depreciation,  one-half  company's  estimate 240 

Total     $2,870 

Companj-'s  estimate  for  corresponding  items  is $4,301 

Tlie  rate  ba.^e  of  $30,000  ia  not  taken  with  any  view  of  criticising 
the  company's  claim,  but  merely  to  show  the  fact  that  the  value  of 
the  property  has  very  little  to  do  with  tlie  determination  of  the  rate^ 
whicli  might  be  reasonable  to  charge.  The  allowance  for  depreciation 
is  taken  also  at  a  minimum.  The  estimated  gross  revenues  from  the 
proj)osed  rates  is  $2,884  and  in  tlie  al)ove  calculations  it  must  bo 
noted  that  no  allowances  have  been  made  for  management,  superin- 
tendence, legal,  engineering  or  any  other  special  items  otlier  than  the 
mere  operating  labor,  fuel,  average  repairs,  taxc*s  and  insurance. 

Counsel  for  the  township  stated  that  at  the  conference  between  the 
representatives  of  the  company  and  the  consumers,  the  company  had 
agreed  to  make  certain  improvements  and  repairs  to  the  system,  so  as 
to  insure  first-class  service  and  first-class  quality  and  the  citizens  liad 
made  the  execution  of  this  work  a  condition  precedent  to  the  rates 
going  into  effect.  The  Board  announced  that  in  view  of  the  agree- 
ment reached  the  detailed  testimony  need  not  l>e  sul>mitte<l.  especially 
as  the  company  had  agreed  and  so  stated  at  the  hearing  that  it  would 
make  the  necessary  changes  to  bring  about  tlie  proper  purification  of 
tlie  water  and  to  install  proper  equipment  that  would  give  adequate 
service.  The  improvements  referred  to  were  in  connection  with  the 
installation  of  a  gasoline  engine  and  other  improvements.  Part  of  tlie 
power  for  pumping  water  is  supplied  by  water  power.  During  the 
past  summer  the  extreme  drought  has  caused  a  lack  of  water  and 
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there  has  been  insufficient  water  to  properly  operate  the  turbine 
wheel.  For  that  reason  there  has  been  a  scarcity  of  water  which  has 
been  corrected  by  means  of  a  gasoline  engine  direct  connected  to  a 
pump,  so  that  in  case  of  low  water  the  company  will  be  supplied 
entirely  by  gasoline. 

For  some  reason  the  filter  plant  has  not  been  operated  continuously 
for  the  removal  of  iron  or  other  objectionable  elements  in  the  water. 
Tliis  is  to  be  put  in  operating  condition  so  as  to  provide  for  con- 
tinuous operation.  Complaint  was  also  made  of  water  hammer  in 
the  mains,  this  being  especially  noticeable  in  houses  along  this  line. 
This  could  be  corrected  by  the  installation  of  an  air  chamber  upon  the 
discharge  line  and  plans  for  such  installation  have  already  been  made. 
The  following  improvements  must  be  made  and  completed  and  in 
satisfactory  operating  condition  before  January  Ist.  (1)  The  filtra- 
tion plant  must  be  put  in  proper  shape  and  operating  condition  and 
arranged  so  as  to  provide  for  continuous  operation.  (2)  Additional 
power  must  l)e  installed  to  operate  the  pumping  machinery.  (3)  An 
air  diamber  nitist  ])e  installed  to  take  the  water  hammer  now  notice- 
able and  causing  considerable  annoyance  to  some  of  the  customers. 
(4)  Fire  hydrants  must  be  flushed  at  frequent  interv^als  in  accord- 
ance with  the  rules  of  the  Board  which  do  not  require  the  flushing 
of  hydrants  at  any  particular  time,  but  do  require  companies  to  adopt 
suitable  and  satisfactory  programs  in  accordance  with  which  such 
flusiiing  is  to  be  done.  (5)  The  riser  carrying  water  up  to  the  tower 
must  be  covered  in  order  to  prevent  freezing  and  bursting  as  occurred 
in  recent  years,  notably  in  the  early  winter  of  1918.  (6)  A  wire 
screen  is  to  be  installed  over  the  top  of  the  tank  so  as  to  prevent  birds 
falling  into  the  tank. 

COXCLFSIONS. 

In  view  of  the  agreement  reached  between  the  company  and  its 
customei's,  the  Board  will  allow  to  become  effective  January  1st, 
1922,  the  schedule  of  rates  given  below,  this  being,  with  the  exception 
of  the  four  special  rates  named  above,  the  same  schedule  a«?  was 
recently  authorized  for  Laurel  Springs.  This  is  contingent  upon  the 
completion  in  the  period  before  Januaiy  1st  of  the  six  items  named 
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above.  Inspection  will  be  made  of  this  property  as  soon  as  the 
company  has  notified  the  Board  that  the  work  has  been  completed, 
this  inspection  to  be  made  not  later  than  December  24th  and  if  the 
work  is  completed  by  that  time  the  rates  may  become  effective  for  the 
quarter  beginning  January  1st,  1922.  Notice  to  iliis  effect  should 
be  sent  out  to  the  customers  of  the  company  by  December  12th. 
The  new  rates  referred  to  are  as  follows: 

Fire  hydrants $25.00  per  annum. 

Private  dwellings: 

Sink  in  kitchen   8.50  per  annum. 

Bath  tub  5.00  per  annum. 

AVater  closet 8.75  per  annum. 

Pave  wash 6.25  per  annum. 

Wash  basin  or  additional  spigot 2.00  *per  annum. 

Hydrant (i.OO  per  annum. 

Meters,  personal  rate   .30  per  M.  gals. 

Minimum  charge  for  private  dwellings  ....  15.00  per  annum. 

Nozzle  suitable  for  hose  connection  spigots..  10.00  per  annum. 

Fountains    in    stores    15.00  per  annum. 

Knitting  mill,  flat  rate  of 20.00  per  annum. 

Foundry,   flat    rate   of HTi.W  per  annum. 

Dated  November  9th,  1921. 


No.  937. 

In  the  Matter  of  the  Application  of  the  Clementon  Spring 
Water  Company  for  Approval  of  a  New  Schedttle  of  Rates. 

1.  The  appraised  value  claimed  of  petitioner's  property  continued  by  actual 
additions  to  book  cost  to  September  30th,  1921,  is  $73,291. 

2.  The  appraisal  ehows  $4,932  for  value  of  services  puiTiorting  to  be  in- 
stalled by  the  company.  The  company's  annual  report  shows  406  service  pipes 
in  use,  of  which  400  were  installed  at  the  expense  of  consumers. 

3.  The  appraisal,  corrected  for  the  item  of  services,  may  be  taken  in  round 
figures  at  $69,000  depreciated  value,  as  contrasted  with  the  investment  costs 
(depreciated  by  the  amount  of  the  reserve  for  depreciation  which  has  been 
accumulated  by  the  company),  in  round  figures  $57,600,  the  figures  in  both 
cases  being  of  September  30th,  1921. 

4.  The  company  is  permitted  to  put  into  effect  increased  rates  submitted,  it 
appearing  that  the  net  revenue  will  equal  5.42  per  cent,  return  on  the  invest- 
ment of  $57,600  or  4.52  per  cent  on  the  modified  appraisal  of  $69,000. 
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John  D,  McMnUiti,  for  the  Petitioner. 


Tlie  petitioner  alleges  tliat  it  lias  ^*uffered  the  following  losses  from 
operation  alone:  1918,  $2,142.12;  1919,  $556.96;  1920,  $767.84, 
while  it  estimates  its  loss  for  1921  from  operation  at  approximately 
$1,500;  that  no  (lividends  have  been  paid  on  invested  capital;  that 
the  appraised  value  of  the  petitioner's  property  is  $70,320.40  (as  of 
June  1st,  1921);  that  the  capital  ^tock  issued  and  outstanding  is 
$33,350;  that  it  has  no  funded  debt  but  has  notes  which  at  the 
j)rescnt  time  aggregate  $13,300,  the  proceeds  of  which  have  been 
used  for  extensions  and  to  pay  operating  deficits ;  that  from  the  year 
1916  to  the  present  time  there  has  been  a  steady  advance  in  the  costs 
of  operation  while  its  rates  have  remained  fixed  and  that  it  is  im- 
])ossible  for  the  petitioner  to  continue  to  render  service  at  the  rates 
nt  which  it  has  heretofore  and  is  now  charging. 

The  present  and  proposed  schedule  of  rates,  shown  in  parallel  col- 
umns, are  as  follows: 

Exhibit  B  Exhibit  A 

Proposed  Present 

Schedule  Schedule 

Flat  Rate  Service.  Aonunl  Rates.         Annual  Rates. 

Sink  in  kitchen  or  yard   $10.00  ea.  $7.00(2 » 

Toilet    4.00  3.00 

Bathtub    4.00  3.00(2) 

Washstand  2.00  1.50(2 ) 

Laundry  tub   2.00  1.50(2) 

Extra  hydrant  or  sink (J.OO  5.00 

Shower  bath ^ 

Public  drinking  fountain >- Metered  rates 

Railroad  connections    J 

Minimum   bill    12.00 

Flat  rates  payable Half  yearly 

in  ach'ance, 
Apl.  1  &  Oct  1. 
Metered  Service. 

First     25,000  gallons  per   year $15.00  0.40c.  per  1,0(K)  gals. 

Next     75,000  K«lions   per   1,000   gals 0.40  0.35c.  per  1,000  gals. 

Next   150,(K)0   gallons   per   1,000  gals 0.H5  0.;r>c.  per  1,000  gal.**. 

Next   250,000   gallons   per    1,000   gals 0.;U>  0.25e.  per  1,000  gals. 

Next   500.000  gallons   per   1,000  gals 0.25  OJiOc.  per  1 ,000  f or 

Excess  excess 

over    500,000(1)    gallons   per   1,000   gal»...       0.20 

Fire  Service. 
Fire  hydrants  each  year $30.00 

(1)  Preceding  blocks  aggregate  1,000,000  and  not  500,000  M.  cu.  ft. 

(2)  Hot  and  cold  water.  Digitized  by  GoOgle 
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Notice,  a  copy  of  which  was  attached  to  the  petition,  has  been  ad- 
vertised in  two  papers  circulating  in  the  Borough  of  Clementon. 

The  effective  date  of  the  proposed  schedule  of  rates  was  suspended 
until  January  27th,  1922,  pending  hearing  and  decision  by  the  Board. 


The  company  was  organized  and  began  the  service  of  water  Xo- 
veniber  11th,  1909,  some  few  months  before  the  organization  of  this 
Board.  The  greater  part  of  its  plant  and  property  has  therefore  l)een 
installed  since  the  creation  of  this  Board. 

Booh  Value  (cents  omitted).  The  annual  report  of  the  petitioner 
for  the  year  ending  December  31st,  1920,  states  that  the  fixed  cap- 
ital as  of  that  date  approximated  $54,496  and  Exhibit  P-1  indicates 
that  additions  from  January  1st,  1920,  to  ►Septeml>er  30th,  1921,  liave 
aggregated  $15,265.  The  company's  annual  report  for  1920  shows 
that  $11,043  of  the  latter  amount  was  included  in  the  fixed  capital 
as  of  December  31st,  1920.  This,  by  difference,  leaves  additions 
from  January  1st,  1921,  to  Septeml>er  30th,  1921,  in  the  amount  of 
$4,222,  which,  added  to  the  $54,496,  makes  a  total  book  value  of 
fixed  capital  as  of  September  30th,  1921,  amounting  to  $58,718. 
Deducting  from  this  the  reserve  for  accrued  depreciation  amounting 
to  $2,647,  leaves  the  depreciated  value  of  fixed  capital,  according  to 
the  company's  books,  in  the  amount  of  $56,071.  Adding  working 
capital  a«  of  December  31st,  1920,  makes  a  total  book  value  of  the 
property  based  on  book  costs  of  $57,587. 

Appraised  Value,  The  appraised  value  as  of  December  31st,  1919, 
is  continued  by  book  additions  to  September  30th,  1921  (Exhibit 
P-1).  The  company's  expert  engineer  submitted  a  detailed  appraisal 
of  the  property  of  the  company  as  of  December  31st,  1919.  Instead 
of  revising  the  inventory  and  repricing  same,  as  of  December  30th, 
1921,  he  submitted  the  original  appraisal  in  some  detail  and  then 
added  thereto  the  book  additions  for  the  period  from  January  1st, 
1920,  to  September  30th,  1921.  These  figures  are  reassembled  in 
Table  T,  in  which  the  figures  are  rearranged  to  correspond  with  the 
order  in  which  they  would  be  given  in  the  company's  annual  report. 
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TABLE  I. 

APPRAISED    VAIATE    AS    OF    DECEMBER    31ST,    1919,    CONTINUED    BY    ACTUAL    ADDI- 
TIONS, AT  BOOK  COST,  TO  SEPTEMBER  SOtII,   1921. 


«    5  '43  O  W       X  -tf  fH  (M  ^  ^. 

■<oth  -^tHia     "<5:3©  Hoc. 

Real  F:«tete   $3,300      $3,300 

Artesian  Wells  an-ci  Connections 1,376      $3,084      4,460 

Dam   Headrace  and  Turbines 2,500      2,500 

Buildings 6,250      6,250 

Pumps   and    Appurtenances    and    Connec- 
tions           5,842            132      5,074 

Standpipe  and   Connections 4,954 4,954 

Distribution  Mains  and  R.  R.  Crossings..     24,58ti        7.010      :U,5tM» 

Meters    125      125 

Fire  Hydrants,  Valves,  Boxes  and  Covers.       1,146      1,146 

Services    4,932        1,718      6,650 

Tools  and  Equipment 648             80      728 

Engineering  and  Interest  during  Construc- 
tion           4,495      4,495 

Unclassified   Items    145       $2,971  3,116 


Tangible    Fixed    Capital $60,029     $12,294       $2,971     $75,294 

Intangible   Fixed   Capital 5,144      5,144 


ToUl    Fixed    Capital $65,193     $12,294      $2,971     $80,438 

Accrued  Depreciation  to  12-31-19 8,717      8,717 


Total  Depreciated  value  claimed.  ..  $56,456    $12,294       $2,971     $71,721 
Working   Capital    1,570      1,570 

Rate  Base  claimed   $58,026     $12,294       $2,971     $73,291 

Corrected   figures   about $53,500      $68,800 

It  will  be  noted  that  the  rate  base  as  claimed  as  of  September  30th, 
1921,  is  $73,291.  In  the  main,  the  appraisal  seems  to  be  prepared 
on  a  reasonable  basis.  It  is  not  clear,  however,  with  respect  to  the 
following  two  items,  that  the  appraisal  is  entirely  correct. 

(a)  In  the  appraisal  as  of  December  31st,  1919,  there  is  shown 
for  the  value  of  services  purporting  to  be  installed  by  the  company, 
$4,932,  to  which  is  added  certain  overhead  and  intangible  value  and 
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a  certain  amount  of  depreciation  is  deducted.  The  companVs  annual 
report  for  1920,  filed  with  this  Board  and  verified  under  oath,  in- 
dicates that  as  of  January  1st,  1920,  the  company  had  406  service 
pipes  in  use,  of  which  the  report  states  that  400  were  installed  at  the 
expense  of  the  consumers,  which  would  leave  six  to  have  been  in- 
stalled at  the  expense  of  the  utility.  This  would  indicate  that  Tjy 
proportion  only  $61  should  be  included  in  the  inventory  and  appraisal 
as  of  December  31st,  1919.  If  this  be  tlie  true  state  of  facts,  it 
follows  that  a  deduction  of  approximately  $4,050  depreciated  value 
should  be  made.  To  include  stinictural  overheads  and  intangible 
value?,  predicated  on  the  base  cost,  this  may  be  taken  at  substantially 
$4,500.  This  deduction  is  tentatively  made  on  the  last  line  of  Table 
I.  The  company's  expert  was  questioned  with  respect  to  these  ser- 
vices and  stated  that  he  had  only  included  such  services  as  belonged 
to  the  company.  It  would  seem  that  either  the  company's  report  is 
inaccurate  or  the  expert  assumed  that  all  the  services  had  been  in- 
stalled by  the  company. 

(b)  The  accrued  depreciation  as  shown  in  Exhibit  P-1  and  in 
Table  I  of  this  report  is  calculated  to  December  31st,  1919.  Strictly 
speaking,  about  $2,000  additional  depreciation  has  accnied  (accord- 
ing to  the  appraiser's  table  of  depreciation)  up  to  September  30th, 
1921.  This  depreciation,  according  to  the  operating  reports  of  the 
company,  has  not  l)een  earned  and  will  not  therefore  be  deducted 
from  tangible  value  and  added  to  intangible  value  of  the  property. 

The  appraisal,  corrected  for  the  item  of  services,  may  be  taken  in 
3ound  figures  at  $69,000  depreciated  value  as  contrasted  with  the  in- 
vestment cost  (depreciated  by  the  amount  of  the  reserve  for  deprecia- 
tion which  has  been  accumulated  by  the  company),  in  round  figures, 
$57,600,  the  figure?  in  each  case  being  as  of  September  30th,  1021 


OPERATIXO   KXPKXSES  AXD  TAXES. 

Exhibit  P-1  gave  the  actual  operating  expenses  for  the  calendar 
years  1918,  1919  and  1920,  and  for  the  year  1921  an  estimated 
figure  was  shown  based  on  actual  figures  for  ten  months  and  two 
months  estimated.  The  figures  for  1920  and  1921  shown  on  Ex- 
hibit tP-1,  together  with  the  comparable  figures  as  taken  by  the  Board, 
are  shown  in  Table  II  which  follows: 
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TABLE  II. 


OPERATING  EXPENSES  AND  TAXES    (CENTS  OMITTED). 


1020 

Actual. 
Pumping  System  Expenses $2,886 

(a)  Current  maintenance  and  repairs.  726 

(b)  Amortization    562 

General  and  miscellaneous 1,260 

Total   Operating  Expenses   $5,434 

Taxes    464 

Total   Revenue  Deductions $5,808 

(1)  Based  on  appraisal  and  life  tablp«. 

(2)  Based  on  company's  practice  in  1020. 


1021 
2  months 
Estimated. 

Ensuing 
Year  as 
Taken. 

$2J20 
750 
1,150(1) 
1,708 

$2,720 
750 

585(2) 
1,.5(>0 

$6,328 
515 

.$5,615 
515 

$(»,843 


.$6,1.30 


Tlie  Board  in  Table  II  fixes  amortization  in  the  same  ratio  as 
taken  by  the  company  in  the  last  .several  years  and  fixes  general  and 
miscellaneous  expen^es  substantially  the  same  as  shown  on  Exhibit 
P-1  with  the  exception  of  legal  expenses  estimated  by  the  petitioner 
at  $200.  Wliile  the  company  may  spend  $200  for  the  year  1921.  the 
past  history  of  the  company  does  not  indicate  this  to  be  a  normal 
amount  and  the  Board  will  reduce  this  to  an  average  amount  and 
f\x  general  and  miscellaneous  expenses  at  $1,560.  The  resulting 
revenue  deductions  as  taken  by  the  Board  are  shown  in  Table  II  to 
aggregate  $6,130. 

The  company's  expert  estimated  the  requirements  of  the  company 
for  the  year  1921  as  follows  (cents  omitted) : 

Estimated  operating  expenses  for  1021 .$5.(K)8 

Depreciation    1 ,150 

Total  revenue  deductions    $6,S43 

(also  shown  in  Table  II.) 
Interest  on  $70,320  (as  of  .lune  1st.  1021)  at  6  p?r  cent. .       4,210 

Grand  total  revenue  required  in  the  amount  of $11.0(»2 
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RESULTS  OF  OPERATION   UNDER  THE  PROPOSED  SCHEDULE  OF  RATES  AS 
ESTIMATED  BY  THE  BOARD. 

The  petitioner's  expert  estimated  in  Exhibit  P-1  that  the  pro- 
posed schedule  of  rates  would  probably  produce  an  annual  revenue  of 
$9,157.50.  This  does  not  include  any  revenue  from  the  excess  pro- 
duced by  the  minimum  bill  (which  might  amount  to  $100  or  $*300). 
Assuming  the  total  revenue  of  $9,250,  the  following  tabulation  will 
indicate  tbe  result  of  a  year's  operation  on  the  basis  hereinabove  set 
forth. 

Operating  expen«*ea  and  taxes  estimated  at $(5,1.30 

Net  revenue  for  i-eturn  on  value 3,120 

Revenue  as  estimated  above ,$0,250 

The  net  revenue  of  $3,120  is  5.42  per  cent,  return  on  the  invest- 
ment of  $57,(>00  or  4.52  per  cent,  on  the  modified  appraisal  value  of 
$69,000.  In  the  opinion  of  the  Board,  this  is  not  an  unreasonable 
leturn  on  either  base,  especially  in  view  of  the  fact  that  the  com- 
pany, as  the  testimony  indicates,  has  never  declared  any  dividend 
on  its  capital  stock  now  amounting  to  $33,300. 

Attention  is  called  to  the  fact  that  in  the  proposed  schedule  of 
metered  rates  the  last  block  as  recited  in  Exhibit  B  attached  to  the 
petition  indicates  that  twenty  cents  per  M.  gallons  is  to  l)e  charged 
for  all  excess  over  500,000  gallons  per  annum.  This  is  clearly  an 
error,  in  view  of  the  fact  that  the  preceding  blocks  aggregate  a 
million  gallons.    The  schedule  should  be  amended  in  this  respect. 

CONCLUSIONS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  Board  is  satisfied  that  the  company  should  be  afforded 
relief  by  increased  rates. 

2.  That  the  schedule  of  rates  as  proposed,  after  eliminating  the 
error,  in  the  last  block  of  the  metered  rates,  is  jnst  and  reasonable 
and  will  therefore  be  permitted  to  become  effective  for  all  water 
service  rendered  on  and  after  January  1st,  1922. 

Dated  November  16th,  1921. 
23 
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No.  938. 

Ix  THE  Matter  of  the  Applicatiox  of  the  Raritan  Valley 
Hydro-Electric  Company,  Inc.,  for  the  Approval  of  the 
Issuance  of  its  Preferred  Stock  to  the  Amount  of  $25,000. 

•  Application  is  made  for  approval  of  issuance  of  $25,000  preferred  stock. 
The  value  of  the  property  is  estimated  at  $45,000.  Issues  of  stock  heretofore 
approved  total  $18,000.  There  is  outstanding  a  mortjfage  of  $G,500.  Approval 
i«  given  to  the  issuance  of  $20,500  preferred  stock  at  par. 

//.  S.  Hudspeth,  for  the  pelitioner. 

This  application  as  filed  on  March  12th,  1921,  requested  the  ap- 
proval of  the  issuance  of  $25,000  in  preferred  stock  to  capitalize  con- 
stniction  work  already  completed  and  other  construction  work  then  in 
progress.  Sul)sequent  to  the  date  of  filing  the  petition,  the  work 
which  was  then  in  progress  has  been  practically  completed  and  an 
estimate  has  been  made  by  tlie  Board's  engineers  of  the  value  of  the 
property  acquired  hy  tlie  company  up  to  xVugust  30th,  1921,  including 
the  l)ills  payable  as  of  that  date. 

This  plant  wa*;  constructed  in  part  on  the  basis  of  cost  of  material 
and  lal)<)r  plus  contractor's  overliead  and  profit,  and  the  total  charge 
in  tliis  particular  case  from  tliis  method  of  construction,  resulted  in 
sucli  a  high  cost  that  the  Board  has  considered  it  necessary  to  grant 
this  approval  on  the  basis  of  an  inventory  of  the  property  in  place 
and  a  reasonable  cost  of  construction  asi  of  the  time  the  property  was 
acquired.  The  contractor  has  accepted  the  estimate  as  made  by  the 
Board's  engineers  as  representing  the  reas^)nable  value  of  the  services 
rendered  by  him  and  tlie  petitioner  has  paid  to  the  contractor  the 
amount  thus  estimated  in  full  settlement  of  his  claims  and  has  been 
entirely  willing  to  accept  tlie  Board's  judgment  as  to  the  amount  of 
securities  which  may  reasonably  l>e  issued. 

The  reasonable  value  of  the  property  as  of  the  dale  indicated  has 
l)een  estimated  as  $45,000.  This  amount  represents  a  reduction  in  the 
cost  of  this  plant  as  originally  charged  of  over  $7,000.  This  reduction 
was  considered  essential  both  on  the  basis  of  the  reasonable  cost  of  the 
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plant  as  of  the  time  it  was  constructed,  which  was  during  the  latter 
part  of  1920  and  the  first  eight  months  of  1921,  at  which  time  both 
material  and  labor  prices  were  relatively  high,  and  due  to  the  fact 
that  the  construction  cost  as  originally  charged  appeared  l^eyond  a 
doubt  to  be  in  excess  of  the  commercial  value  of  the  plant. 

At  the  present  time  the  generator  capacity  installed  is  50  kilowatts 
and  the  available  power  of  the  water  turbines  installed  is  approxi- 
mately 135  kilowatts.  According  to  available  data,  the  south  branch 
of  the  Karitan  River,  with  an  eight  foot  fall  at  this  location,  can 
develop  in  an  average  year,  with  respect  to  rainfall,  considerably 
more  power  than  is  now  provided  by  the  turbines  installed.  It  there- 
fore appears  that  this  company  can  reduce  its  investment  cost  piM* 
kilowatt  of  output  to  a  mucli  lower  figure  than  at  present  by  a  rela- 
tively small  additional  investment  and  with;  careful  management  can 
probably  make  a  financial  success  of  this  enterprise. 

The  amount  of  securities  previously  approved  is  $15,000  in  pre- 
ferred stock  and  $3,000  in  common  stock,  a  total  of  $18,000.  There 
is  also  outstanding  a  real  estate  mortgage  of  $6,500.  These  items 
deducted  from  the  total  cost  new  of  $45,000,  leaves  an  amount 
uncapitalized  as  of  August  30th,  1921,  of  $20,500.  Approval  will 
accordingly  be  given  to  the  issuance  of  this  amount  of  preferred  stock 
at  par  and  an  order  will  so  is^ue. 

Dated  November  29th,  1921. 


No.  939. 

E.  A.  Ransom.  Jr., 

vs. 

Public  Service  Railway  Company. 

Complaint  is  made  of  a  change  by  the  Public  Service  Railway  Company  of 
routing  of  cars  in  Jersey  City,  resulting  in  charge  for  transfer.     Held : 


Digitized  byCjOOQlC 


3o6       REPoirrs  of  Board  of  PuBhic  rTJi.riY  Co.mmi-ssioxkrs. 


E.  A.  KaiiHom,  Jr.,  vs.  Public  Service  Railway  Co. 


1.  If  the  company  desires,  in  the  interest  of  economy,  to  stop  its  Belt  Line 
cars  at  the  Summit  Avenue  Tube  Station  between  1 :00  A.  M.  and  5  a.  m.  it 
may  db  so ;  but  only  on  condition  that  it  grant  a  free  transfer  to  each  pas- 
senger desiring  to  go  south  beyond  the  Tube  Station  to  any  other  point  on 
the  line  known  as  the  Belt  Line,  and  that  it  grant  an  additional  transfer  to 
such  passenger  upon  payment  of  the  regular  transfer  charge  to  the  Montgomery 
and  other  lines  at  the  transfer  points,  according  to  the  practice  in  existence  in 
that  respect  upon  the  said  Belt  Line  prior  to  change  complained  of. 

No  appearance  for  the  complainant. 
G.  U.  Blake,  for  the  respondent. 

A  complaint  has  heen  made  hy  Mr.  E.  A.  "Ransom,  Jr.,  Jersey  City, 
X.  J.,  to  the  effect  that  the  Puhlic  Service  Railway  Company  some 
time  ago  discontinued  the  Belt  Tine  trolley  service  in  Jersey  City 
after  1 :00  a.  m.,  suhstitnting  for  the  continuous  ride  from  the  Penn- 
sylvania Railroad  Terminal  a  jigger  service  hy  Xewark  Avenue  to 
Summit  Tuhe  Station,  where  a  change  must  he  made  to  the  Jack- 
son cars  and  for  Lafayette  passengers  a  further  change  must  he  made 
from  the  Xewark  car  at  Xewark  Avenue,  the  Newarks  cars  being  run 
after  1 :00  a.  m.  on  the  junction  through  Lafayette  instead  of  down 
Grand  Street.  The  complainant  further  states  that  on  one  occasion 
he  boarded  a  Newark  Avenue  car  at  !N'ewark  Avenue  and  Monmouth 
Street,  desiring  to  go  to  Montieello  Avenue  and  Astor  Place.  He 
paid  a  seven-cent  fare  (the  f^even-cent  fare  was  in  effect  at  that  time) 
and  asked  for  a  continuous  transfer  but  was  compelled  to  pay  two 
cents  for  a  transfer  at  the  Summit  Tube  Station  where  he  was  re- 
quired to  take  a  Jackson  car.  The  result  of  this  arrangement  cost 
him  nine  cents  for  a  ride,  which  in  the  daytime  would  cost  seven 
cents. 

The  facts  as  stated  by  the  complainant  are  correct. 

Under  the  new  rate  of  fare,  however,  as  recentlv  allowed  the 
Public  Service  Railway  Company  by  the  U.  S.  Federal  Court,  the 
effect  of  the  change  would  be  from  one-half  cent  to  one  cent  ad- 
ditional cost  to  the  rider,  according  to  whether  or  not  he  used  a 
token  or  paid  a  straight  eight-cent  fare,  the  new  fare  being  eight 
cents  or  four  tokens  for  tliirty  cents,  with  one  cent  charge  for  a 
transfer. 
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In  addition  to  the  situation  complained  of  by  the  complainant,  it 
should  be  pointed  out  that  as  a  result  of  the  rerouting  of  the  Newark 
Line  as  referred  to  in  the  complaint  and  the  curtailment  of  the 
route  of  the  Belt  Line  after  1 :00  a.  m.,  the  following  condition  has 
developed:  a  passenger  boarding  a  Belt  Line  car,  outbound,  on  the 
Xewark  Avenue  hill,  and  vicinity,  and  desiring  to  go  to  a  point 
on  the  Montgomery  Line  north  of  Bergen  Avenue,  would  be  com- 
pelled to  transfer  at  the  Tube  Station  to  the  Jackson  Line  and  then 
pay  an  additional  fare  on  the  Montgomery  Line  at  Montgomery 
Street  and  Bergen  Avenue  if  he  desired  to  take  that  line,  a  second 
transfer  not  being  issued  under  these  conditions. 

The  Public  Service  Railway  Company  has  given  as  a  reason  for 
making  this  change  the  economy  resulting  therefrom.  The  companv 
also  claims  that  the  traffic  on  the  Belt  Line  after  1 :00  a.  m.  is 
exceedingly  light  and  the  number  of  persons  inconvenienced  by  the 
change  is  therefore  very  small. 

The  fact  remain.^  nevertheless  that  on  what  is  known  as  the  Belt 
Line,  on  which  only  a  single  fare  has  been  charged  for  very  many 
years  (probably  a  half  a  century)  from  any  point  on  that  line  to  any 
other  point,  the  passengers,  under  the  change  complained  of,  are 
discharged  from  the  Belt  Line  car  during  the  hours  indicated  before 
its  completion  of  the  long  established  trip,  and  compelled  to  take 
another  car  and  pay  an  additional  fare  or  transfer  charge  to  complete 
his  journey.  If  the  company  desires,  in  the  interest  of  economy,  to 
stop  its  Belt  JAne  cars  at  the  Summit  Avenue  Tube  Station  between 
1 :00  A.  M.  and  StOO  a.  m.  it  may  do  so  but  only  on  condition  that  it 
grant  a  free  transfer  to  each  passenger  desiring  to  go  south  beyond 
the  Tube  Station  to  any  other  point  on  the  line  known  as  the  Belt 
Line  and  that  it  grant  an  additional  transfer  to  such  passenger  upon 
the  payment  of  the  regular  transfer  charge  to  the  Montgomery  and 
other  lines  at  the  transfer  points  according  to  the  practice  in  ex- 
istence in  that  respect  upon  the  said  Belt  Line  prior  to  the  change 
complained  of. 

Dated  December  let,  1921. 
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No.  940. 

Towx  OF  West  Hoboken 

vs. 

Public  Service  Railway  Company. 

Complaint  is  made  of  a  change  by  the  Public  Service  Railway  Company  of 
routing  of  cars  on  its  West  Ilbboken  line  resulting  in  a  charge  for  transfer. 
Held: 

1.  The  company  ^ouldl  be  permitted  to  make  the  change,  but  only  upon 
condition  that  it  will  grant  free  transfers  to  passengers  desiring  to  transfer 
for  points  beyond  Courtland  Street  on  such  cars  of  other  lines  of  the  com- 
pany as  proceed  north  of  that  street  on  Summit  Avenue. 

Eduurd  C,  Ounther,  for  the  complainant. 

G.  II.  Blake,  for  the  res^pondent. 

A  complaint  lias  been  made  from  the  Town  of  West  Hoboken,  signed 
by  F.  J.  Keller,  Town  Clerk,  embodying  a  resolution  passed  by  the 
Board  of  Council  on  August  10th,  1921,  which  reads  as  follows : 

"Whereas.  It  is  the  present  practice  of  the  Public  Service  to 
run  cars  marked  West  Hoboken  through,  namely:  to  the  end 
of  the  West  Hoboken  line  during  the  rush  hours;   and 

Whereas,  It  is  their  present  prax^tice  to  only  run  the  cars 
to  Courtland  Street  and  Summit  Avenue,  during  the  non-rush 
hours,  and  if  a  passenger  desires  to  go  further  they  are  de- 
manded to  pay  two  cents  additional  for  a  transfer  in  order  to 
reach  their  destination ;  therefore,  be  it 

Resolved,  that  this  Board  of  Council  go  on  record  protesting 
against  the  present  system,  and  insist  that  the  Public  Service 
run  the  cars  marked  West  Hoboken  through  to  the  end  of  their 
line,  or  give  a  transfer  without  additional  compensation  to  the 
riding  public." 
The  West  Hoboken  line  of  the  Public  Service  Railway  Company 
was   formerly   operated   from   the   Fourteenth    Street  Terminal,   in 
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Hoboken,  via  Fourteenth  Street,  Willow  Avenue,  Fifteenth  Street, 
and  thence  over  private  right-of-way  (up  the  Hillside)  to  Palisade 
Avenue,  thence  via  Palisade  Avenue  to  Courtland  Street  to  Summit 
Avenue,  thence  on  Summit  Avenue  to  Highpoint  Avenue,  thence  on 
Highpoint  Avenue  to  Clinton  Avenue,  thence  on  Clinton  Avenue  to 
Hackensack  Plank  Road,  and  thence  on  Hackensack  Plank  Road  to 
Summit  Avenue,  returning  via  Summit  Avenue,  thence  to  Paterson 
Plank  Road,  thence  to  Paterson  Avenue,  thence  to  Palisade  Avenue, 
continuing  down  via  the  Hillside  over  private  right-of-way  to 
Hoboken. 

The  cars  of  the  Summit  Line  of  the  Public  Service  Railway  Com- 
pany parallel  the  cars  of  the  West  Hoboken  line  on  Summit  Avenue 
from  the  Hackensack  Plank  Road  to  Paterson  Plank  Road  and  Pater- 
son Avenue.  The  Summit  line,  however,  operates  to  the  Delaware 
and  Lackawanna  Ferries,  in  Hoboken,  via  the  elevated  structure  from 
Palisade  Station. 

On  or  about  March  8th,  1921,  the  Public  Service  Railway  C()in})any 
changed  the  route  of  the  West  Hoboken  line  so  that  it  would  ter- 
minate at  Courtland  Street  and  Summit  Avenue,  but  establishing 
during  the  vu^h  hours  a  superimposed  service  on  the  West  Hoboken 
line  over  its  former  existing  route,  that  is,  from  the  Hackensack  Plank 
Road  to  Fourteenth  Street,  Hoboken. 

The  Public  Service  Railway  Company  introduced  testimony  show- 
ing that  there  is  a  saving  of  over  two  miles  per  round  trip  of  every 
car  that  operates  to  Courtland  Street  and  Summit  Avenue  and  that 
other  economies  are  effected. 

The  Board  is  of  the  opinion  that  the  railway  company  should  be 
permitted  to  make  the  change  and  to  make  Courtland  Street  the 
terminus  on  the  line  in  question  but  only  upon  condition  that  it  will 
grant  free  transfers  to  passengers  desiring  to  transfer  for  points 
beyond  Courtland  Street  on  such  cars  of  other  lines  of  the  company 
as  proceed  north  of  that  street  on  Summit  Avenue. 

Dated  December  1st,  1921. 


Digitized  byCjOOQlC 


;Jo()  HeFOKTS  of  BoAUD  of  Pl  BLIC  rTILITY  COMMISSIONERS. 


Hainraontoii  and  Egg  Harbor  City  Gas  Co. — Approval  of  Mortgage. 


No.  941. 

Lv  THE  Matter  of  the  Application  of  the  Hammonton  and  Kgg 
Harbor  City  Gas  Company  for  Approval  of  Mortgage  and 
Issue  of  Seventy-Three  TiiorsAXD  Five  Hundred  Dollars 

($73,500)    B0NT)S  TlIKREUNDER. 

H,  B.  Ilutchimon,  for  the  petitioner. 

It  appears  that  the  proposed  mortgage  and  issue  of  bonds  tliere- 
iinder  are  designed  to  supersede  an  indebtedness  on  the  books  of  tlie 
coinpajiy  to  one  of  its  stockiliolders.  It  does  not  appear  that  the  same 
security  is  being  offered  to  other  creditors.  The  Board  is  unable  to 
?(Hi  any  justification  for  securing  one  cla^s  of  creditors  as  against  the 
other  creditors.    The  application,  tiierefore,  is  denied. 

Dated  December  1st,  1921. 


No.  942. 

In   re  Charge  for  Water  Supplied  to   Somers  Point  Public 
Schools  by  Atlantic  Couxty  Water  Company. 

1.  The  complainant  deudee  the  right  of  the  respondent  to  charge  for  water 
supplied  because  of  an  ordinance  requiring  the  company  to  furnish  water  free 
to  the  public  sdiools. 

2.  The  power  of  the  Board  to  fix  rates  despite  the  provisions  of  ordinances 
specifying  rates  has  been  sustained  by  our  courts  in  a  long  line  of  caees. 

3.  The  company  is  bedng  paid  for  all  water  supplied  to  the  schools  in  the 
other  municipalities  served  by  it  in  accordance  with  the  rates  fixed  by  the 
Board. 

4.  To  countenance  the  furnishing  of  water  free  by  the  water  company  to  the 
Somers  Point  Board  of  Education  would  involve  a  discrimination  in  violation 
of  the  statute. 

Enoch  A,  Higbce,  for  Somers  Point  Board  of  Education. 
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Atlantic  County  \Vater  Co. — Water  Supplied  to  Somers  Point  Public  Schools. 

Guy  IL  Davies  and  Jacob  G.  Herr,  for  the  Atlantic  County  Water 
Company. 

Tlie  Somers  Point  Board  of  Education  complained  by  letter  dated 
May  5th,  1920,  that  the  Atlantic  County  Water  Company  liad  sub- 
mitted a  bill  for  water  used  during  the  past  three  months  in  the  pub- 
lic soliool;  that  in  the  past  water  had  been  supplied  free  according 
to  a  provision  of  the  company's  franchise;  that  the  Board  of  Educa- 
tion, in  its  annual  budget,  made  no  provision  to  pay  any  water  bill 
and  had  no  funds  to  pay  the  same,  and  that  the  company  threatened 
to  turn  off  the  water  if  the  bill  was  not  paid.  It  wa^  asked  that  the 
Board  of  Public  Utility  Commissioners  "issue  a  stay  restraining  said 
company  from  cutting  off  the  water  until  we  have  time  to  adjust  the 
same,  wiiich  would  be  from  four  to  six  weeks  at  least." 

Upon  rcK'eipt  of  this  letter  the  water  company  was  asked  for  a 
statement  of  iU  position  and  was  advist^d  by  letter  that  there  should 
be  no  interi^ption  of  service  to  the  public  school  because  of  the  dis- 
pute over  the  water  account  until  the  Board  had  investigated  the 
matter  and  niled  upon  the  same. 

The  company  in  reply  stated  that  the  original  ordinance  granting 
the  franchise  to  the  Pleasantville  Water  Company,  predecessor  to  the 
Atlantic  County  Water  Company,  provides  that  the  company  furnish 
water  free  to  the  public  schools  of  the  city  of  Souiers  Point  and  that 
tlie  ordinance  was  complied  with  until  the  Board  fixed  the  schedule 
of  rates  which  became  effective  July  1st.  1919;  that  it  was  the 
imderstanding  of  the  company  that  the  ne\v  rate  schedule  superseded 
all  other  rates  previously  established  and  set  aside  the  ordinance 
provisions,  in  so  far  as  tliey  applied  to  rate  schedules,  and  that  wuth 
this  understanding  the  company  had  charged  the  regular  rates  to  all 
of  its  customers,  the  Board  of  Education  among  the  rest. 

Subsequenth'  the  company  asked  for  a  hearing  and  formal  ruling 
by  the  Board  upon  the  question  of  its  right  to  discontinue  service  if 
its  charges  for  the  same  were  not  paid ;  in  the  meantime  continuing 
the  supply  of  water  to  the  school. 

A  hearing  was  held  at  Atlantic  City,  at  which  the  company  and 
Board  of  Education  were  represented.  The  hearing  showed  no  sul)- 
stantial  dispute  as  to  the  facts:   that  the  ordinance  granting  the  fran- 
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cliise  to  the  predecessor  to  the  Atlantic  County  Water  Company  pro- 
vided that  it  should  furnish  water  free  to  the  public  school ;  that  the 
Board  of  Public  Utility  Commissioners  fixed  rates  for  the  company 
to  charge;  that  in  the  rates  so  fixed  it  was  stated  that  "public  build- 
ings and  public  uses  not  otherwise  provided  for  hereunder  are  sub- 
ject to  the  same  charge  as  private  consumers;"  and  that  there  is  no 
provision  in  the  schedule  for  an  exception  applying  to  the  public 
school. 

The  Board  of  Education  denies  the  right  of  the  company  to  charge 
it  for  water  supplied  to  it  because  of  the  ordinance  provision,  requir- 
ing the  company  to  furnish  free  water  to  the  public  schools  of  the 
city,  and  relies  upon  the  case  Public  Service  Electric  Company  v. 
Board  of  Public  Utility  Commissioners  and  City  of  Plainfield  (Court 
of  Errors  and  Appeals,  88  N".  J.  L.,  p.  603).  Tliis  case  is  not  in 
point.  In  the  matter  of  the  application  of  the  Atlantic  County  Water 
Company  for  an  increase  in  rates,  the  predecessor  of  this  Board  in  its 
report  fixing  the  just  and  reasonable  rates,  fixed  the  rates  for  public 
buildings  and  public  uses  as  follows  : 

"E — Public  Buildings  and  Public  Uses  not  otherwise  pro- 
vided for  hereunder  are  subject  to  the  same  charge  as  private 
consumers." 
The  power  of  the  Board  to  thus  fix  rates  despite  the  provisions  of 
ordinances  specifying  rates  has  been  sustained  by  our  courts  in  a  long 
line  of  cases.    The  most  recent  case  is  that  filed  on  ISTovember  15th, 
1921,  by  the  Court  of  Errors  and  Appeals  in  the  ease  of  the  Hacken- 
sack  Water  Company  v.  -Board  of  Public  Utility  Commissioners,  in 
which  the  court  said: 

"It  may  be  conceded  that  neither  the  city  of  Hoboken  nor 
the  water  company  can  alter  this  contract  without  the  con- 
sent of  the  other  party  to  it,  but  as  was  said  by  this  court  in 
Atlantic  Coast  Elec.  Ry.  Co.  v.  Public  Utility  Board,  92  L. 
1G8,  173,  a  contract  of  this  kind  imposes  no  restriction  on  the 
sovereign  power  of  the  state  to  fix  just  and  reasonable  rates 
as  subsequent  conditions  may  make  desirable.  It  is  a  contract 
subject  to  the  state's  sovereign  power  over  rates,  and  when  the 
state  through  its  Board  of  Public  Utility  Commissioners  ex- 
ercises its  sovereign  power  over  rates  the  contract  rights  of  the 
parties  must  yield." 
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The  only  question,  therefore,  before  the  Board  in  the  present  ca^e 
is  whether,  with  due  regard  to  the  law  and  the  facts,  the  company  is 
justified  in  discontinuing  service  to  the  school  without  payment  there- 
for. The  amount  of  the  bill  is  not  disputed.  The  company  is  within 
its  legal  rights  in  making  the  charge  fixed  by  the  Board.  It  is  the 
practice  of  the  Board,  where  there  is  a  dispute  between  a  public 
utility  and  one  of  its  customers,  where  the  charge  is  challenged  as 
being  exorbitant  or  where  there  is  reasonable  doubt  as  to  its  legality, 
not  to  permit  the  service  to  be  discontinued  pending  authoritative 
determination  of  the  question  in  the  courts.  Neither  of  these  factors 
is  present  in  this  case.  On  the  other  hand,  the  company  is  being 
paid  for  all  water  supplied  to  the  schools  in  the  other  municipalities 
served  by  it  in  accordance  with  the  rates  fixed  by  the  Board.  To 
countenance  the  furnishing  of  water  free  by  the  water  company  to 
the  Somers  Point  Board  of  Education  would  involve  a  discrimination 
in  violation  of  the  statute.  The  Board,  therefore,  will  not  grant 
any  exception  providing  for  discontinuance  of  service. 

It  is  reasonable,  however,  to  recognize  that  members  of  the  school 
board  occupy  a  position  somewhat  different  from  the  ordinar}^  cus- 
tomer of  the  company ;  that  though  their  refusal  to  pay  the  company's 
bills  may  have  been  based  on  untenable  grounds  they,  themselves, 
have  received  no  benefit  from  the  delay  in  payment,  and  that,  acting 
as  public  officials  and  subject  to  laws  with  regard  to  the  disbursement 
of  moneys,  they  may  not  be  able  immediately  to  pay  the  back  bills 
of  the  company  and  provide  for  future  payment.  This  should  be 
given  consideration  by  the  company.  Its  officials  and  the  public 
officials  should  arrange  upon  terms  of  payment  which  would  be  rea- 
sonable under  the  circumstances. 

If  the  members  of  the  school  board  are  unwilling  to  accept  the 
findings  of  this  Board  and  fail  to  provide,  as  promptly  as  is  prac- 
ticable, for  payment  to  the  water  company,  of  money  to  which  it 
appears  to  be  lawfully  entitled,  this  Board,  for  the  reasons  stated 
therein,  will  not  attempt  to  compel  the  company  to  continue  the  ser- 
vice, and  responsibility  for  discontinuance  of  service  to  the  school,  if 
such  ensues,  must  rest  upon  the  school  board. 

Dated  December  6th,  1921. 
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New  .Jei*s«*.v  and  New  York  Railroad  Co. — Discontinue  Agent  at  Hillsdale  Manor. 


No.  943. 

Ix  THE  Matter  of  the  Application  of  the  New  Jersey  and 
New  York  Railroad  Company  to  Discontinue  Maintaining 
AN  Agent  at  Hillsdale  Manor. 

While  the  reasonableness  of  tdie  eompanj's  desire  to  reduce  operatinjj  ex- 
penses under  present  conditions  warrants  consideration,  in  view  of  the  volume 
of  passenger  business  at  doee  not  appear  that  the  company  would  be  warranted 
in  discontinuing  the  agency. 

Graver  //.  James,  for  the  Company. 
Warner  W.  Westervelt,  for  the  Protestants. 

This  matter  is  before  the  Board  upon  the  application  of  tlie  New 
Jersey  and  New  York  Railroad  Company  to  discontinue  the  services 
of  the  agent  at  Hillsdale  Manor,  as  a  measure  of  economy  under  the 
company's  general  program  of  reducing  cost  of  operating  wherever 
possible. 

Hillsdale  Manor  is  located  0.6  of  a  mile  west  of  Hillsdale  and  0.8  of 
a  mile  east  of  Wooddiff  Lake.  Tiie  ctmimunity  is  largely  residential, 
and  of  the  total  number  of  families  living  in  the  vicinity,  approxi- 
mately 60  per  cent,  use  trains  as  commuters. 

At  the  hearing  statements  of  passenger  revenues  were  submitted, 
showing  for  the  year  1916,  $2,807.98;  1917,  $3,759.02;  1918, 
$4,801.66;  1919,  $5,382.98;  1920,  $6,665.19;  from  May  1,  1920, 
to  April,  1921,  $6,668.64.  The  revenues  for  1920-1921,  compared 
•with  1916,  represent  an  increase  of  137  per  cent.  The  salary  paid 
the  agent  is  $1,151.44  per  annum,  representing  17.2  per  cent,  of  the 
revenue  for  the  year  1920-1921.  In  lieu  of  the  agent,  it  is  proposed 
to  have  an  attendant  on  duty  during  certain  periods  of  the  day, 
who  will  perform  the  duties  required  of  the  agent  other  than  the 
sale  of  tickets  and  receive  a  salary  approximately  one-third  of  the 
salary  paid  the  regular  agent. 

While  the  reasonableness  of  the  company's  desire  to  reduce  oper- 
ating expenses  under  present  conditions  warrants  consideration,  in 
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N.  y.,  S.  &  W.  R.  R.  Co.— Discontinue  Agent  at  Crystal  Lake. 


view  of  the  volume  of  pa&senger  business  it  does  not  appear  that  the 
company  would  be  warranted  in  discontinuing  the  agency  at  Hills- 
dale Manor.    The  Board  therefore  denies  the  prayer  of  the  petition. 
Dated  December  6th,  1921. 


No.  944. 

In  the  Matter  of  the  Application  of  the  New  York,  Susque- 
hanna AND  Western  Railroad  Company  to  Discontinue 
Maintaining  the  Agent  at  Crystal  Lake. 

1.  While  the  deeire  of  the  company  to  reAice  operating  expenstes  is  recog- 
nized, due  consideration  should  be  given  to  the  convenience  afforded  by  an 
agent  at  a  point  wbere  a  fair  amount  of  business  ds  done  and  a  progressive 
increase  in  revenue  is  shown. 

2.  Under  the  circumstances,  the  Board  would  not  be  warranted  in  permit- 
ting a  reduction  of  operating  expenses  by  dispensing  with  the  services  of  the 
agent. 

G,  R,  James,  for  the  Company. 

J,  W.  DeYoe  and  B,  G,  Demarest,  for  the  Protestants. 

The  application  in  this  matter  is  to  discontinue  the  services  of 
the  agent  at  Crystal  Tjake,  the  company  alleging  that  the  earnings 
are  not  sufficient  to  warrant  the  continuance  of  the  agency  under  the 
present  necessity  of  reducing  operating  expenses. 

Crystal  Lake  is  located  in  a  rural  community  1.1  miles  west  of 
Campgaw  and  1.3  miles  east  of  Oakland.  The  freight  business  con- 
sists of  carload  s^hipments  of  fertilizers  and  general  merchandise; 
passenger  business,  principally  commuters  to  Paterson,  and  local 
travel.  In  addition  to  the  freight  business  considerable  freight  ig 
handled  at  the  station  by  express. 

Statements  of  revenues,  passenger,  freight  and  express,  submitted 
by  the  company  at  the  hearing,  show  for  the  year  lOlfi,  $3,999.75; 
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1917,  $3,516.35;  1918,  $3,834.74;  1919,  $5,346.89;  1920,  $5,938.77. 
The  passenger  revenue  for  1916  was  $2,537.14;  1920,  $5,075.53,  rep- 
resenting an  increase  in  1920  over  1916  of  100  per  cent.  The  total 
revenue  for  1920  shows  an  increase  over  1916  of  48  per  cent.;  and 
the  husiness  for  the  year  1919  exceeded  to  a  large  extent  that  of 

1918,  which  increase  was  maintained  in  1920  with  a  slight  gain.  The 
salary  of  the  agent  is  $1,201.92  per  annum,  and  expense  of  main- 
taining the  agency  is  approximately  20  per  cent,  of  the  total  revenue. 

While  the  desire  of  the  company  to  reduce  operating  expenses  is 
recognized,  due  consideration  should  be  given  to  the  convenience 
afforded  by  an  agent  at  a  point  where  a  fair  amount  of  business  is 
done  and  a  progressive  increase  in  revenue  is  shown.  Under  the 
circumstances,  the  Board  would  not  be  warranted  in  permitting  a 
reduction  of  operating  expenses  by  dispensing  with  the  services  of  the 
agent  at  Crystal  Lake,  and  the  petition  will  therefore  be  denied. 

Dated  December  6th,  1921. 


No.  945. 

Tx  THE  Matter  of  the  Applicatiox  of  the  Erie  Railroad  Com- 
pany TO  Discontinue  Maintaining  an  Agent  at  Morse- 
mere. 

1.  The  salary  of  the  ag:ent  who  it  ds  proposed*  to  discontinue  is  $1,244.04 
per  annuiDt  representing  40  per  cent,  of  the  revenue  for  the  year  1920-21. 

2.  Under  present  conditions  a  rejfular  aj?ent  must  receive  the  standard  wage 
scale  required  by  the  Federal  Board,  and,  as  the  cost  of  the  Morsemere  agency 
represents  so  larg«  a  percentage  of  the  revenue,  it  would  not  be  reasonable  to 
require  its  continuance. 

Grover  R.  James,  for  the  Company. 

LeRoy  YanderBtirgh,  for  the  Protestants. 
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This  application  is  made  by  the  Erie  Railroad  Company  to  discon- 
tinue the  services  of  the  agent  at  Morsemere,  the  company  alleging 
that  its  request  is  based  on  the  present  necessity  of  reducing  operating 
expenses. 

Morsemere  is  located  on  the  Xorthern  Railroad  Branch  0.7  of  a 
mile  west  of  Ridgefield  Station  and  0.6  of  a  mile  east  of  Palisade  Park. 
In  lieu  of  the  agent  it  is  proposed  to  place  the  station  under  the  super- 
vision of  an  attendant  for  practically  the  same  number  of  hours  as 
present  agent  is  at  the  station.  The  attendant  will  perform  all  duties 
of  the  regular  agent  other  than  the  sale  of  tickets.  Sixty-trip,  fifty- 
trip  and  ten-trip  Morsemere  tickets  will  be  on  sale  at  Palisade  Park 
and  Ridgefield,  and  one-way  tickets  can  be  purchased  from  conductor 
on  train  without  payment  of  any  excess. 

Statements  of  revenues  submitted  by  the  company  at  the  hearing 
show  passenger  revenue  for  the  year  1916,  $2,455.76;  1917, 
$2,562.08;  1918,  $2,190.68;  1919,  $3,012.25;  1920,  $3,160.78; 
May,  1920,  to  April,  1921,  $3,058.86.  The  salary  of  the  agent  is 
$1,244.64  per  annum,  representing  40  per  cent,  of  the  revenue  for  tlie 
year  1920-1921. 

As  a  means  of  reducing  operating  expenses  railroad  companies  are 
discontinuing  agents  at  stations  where  the  expense  of  maintaining 
agencies  is  out  of  proportion  with  the  revenue.  The  salary  of  agents 
is  fixed  by  the  Federal  Wage  Board  and  reductions  are  not  permitted 
without  the  approval  of  said  Board.  Under  present  conditions  a 
regular  agent  must  receive  the  standard  wage  scale  required  by  the 
Federal  Board,  and,  as  the  cost  of  the  Morsemere  agency  represents 
so  large  a  percentage  of  the  revenue,  it  would  not  be  reasonable  to 
require  the  continuance  of  the  agency  as  at  present.  The  Board  will 
therefore  permit  the  company  to  discontinue  the  services  of  the  agent, 
and  if  future  conditions  change  to  warrant  the  re-establishment  of 
the  agency,  the  matter  will  be  given  further  consideration. 

Dated  December  6th,  1921. 
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No.  946. 

In  niE  Matter  of  tjie  Application  of  thk  Erie  Railroad  Com- 
pany TO  Discontinue  Maintaining  an  Agent  at  Kearny. 

As  tlie  expense  of  maintaining  the  agency  at  Kearny  represents  so  large  a 
percentage  of  the  total  revenue,  and  a  reasonable  saving  would  result  to  the 
company  by  the  elimination  of  an  dtem  of  expense  th«t  could  be  made  without 
resulting  in  unreasonable  inconvenience,  the  Board  concludes  that  for  the 
present  the  company  should*  be  permitted  to  discontinue  the  services  of  the 
agency  at  Kearny,  upon  condition  that  sixty-trip,  fifty-trip  and  ten-trip  Kearny 
tickets  can  be  obtained  at  Harrison  station. 

G-rover  R.  James,  for  the  Company. 

Fred  J.  Ilerrigel,  Jr.,  for  the  Protestants. 

I'his  matter  is  before  the  Board  upon  application  of  the  P]rie  Kail- 
road  Company  to  discontinue  the  services  of  an  agent  at  Kearny.  It  is 
alleged  that  the  revenue  is  disproportionate  with  the  expense  of  the 
agency  and  that  the  volume  of  business  does  not  warrant  maintaining 
tlie  services  of  an  agent. 

Kearny  is  located  0.4  of  a  mile  west  of  Harrison  and  0.()  of  a  mile 
east  of  Xewark.  A  statement  of  passenger  revenue,  submitted  by  the 
company  at  the  hearing,  shows  for  the  year  September,  t^'^O,  to  Au- 
gust, 1921,  $2,157.99.  Of  this  amount  63.82  per  tent,  represents 
commutation  tickets  and  36.18  per  cent,  local  tickets  sold  at  the  sta- 
tion. The  salary  of  the  agent  is  $1,151.44  per  annum,  and  expense  of 
maintaining  the  agency  is  approximately  53.5  ])er  cent,  of  the  t(»tal 
revenue. 

The  company  proposes  to  have  an  attendant  at  the  station,  who  will 
perforin  the  duties  of  the  agent,  excepting  the  sale  of  tickets.  The 
station  will  be  kept  open  for  the  convenience  of  its  patrons ;  the  build- 
ing will  be  maintained,  ])roperly  cleaned,  heated  and  lighted  -md 
schedule  train  stops  continued.  Tickets  will  not  be  sold  at  the  station, 
but  single  fares  can  be  paid  to  conductor  on  train  without  payment  of 
any  excess.  As  sixty-trip,  fifty-trip  and  ten-trip  tickets  will  not  be 
wld  at  the  station,  it  is  the  opinion  of  the  Board  that  said  class  of 
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tickets  reading  from  Kearny  should  be  placed  on  sale  at  the  Harrison 
Station. 

As  the  volume  of  passenger  business  does  not  warrant  the  continu- 
ance of  the  agent,  and  tickets  referred  to  will  be  on  sale  at  Harrison 
and  the  station  building  will  be  under  the  care  of  an  attendant,  who 
will  perform  the  duties  of  the  agent  other  than  the  sale  of  tickets,  it 
would  api)ear  that  the  inconvenience  that  may  result  to  passengers 
would  not  be  of  such  an  extent  as  to  require  the  continuance  of  the 
agent.  The  salary  of  agents  is  fixed  by  the  Federal  Wage  Board  and 
reductions  cannot  be  made  without  the  approval  of  said  Board,  and, 
under  present  regulations,  the  standard  scale  of  wages  as  fixed  by  «aid 
Board  must  be  paid  to  employees  performing  the  duties  of  ticket 
agents. 

xVs  the  expense  of  maintaining  the  agency  at  Kearny  represents  so 
large  a  percentage  of  the  total  revenue,  and  a  reasonable  saving  would 
result  to  the  company  b}'  the  elimination  of  an  item  of  expense  that 
could  be  made  without  resulting  in  unreasonable  inconvenience,  the 
Board  concludes  that  for  the  present  the  company  should  be  permitted 
to  discontinue  the  services  of  the  agent  at  Kearny,  upon  condition 
that  sixty-trip,  fifty-trip  and  ten-trip  Kearny  tickets  can  be  obtained 
at  Harrison  Station ;  and  if  future  conditions  change  to  warrant  the 
re-establishment  of  the  agency,  the  matter  will  be  given  further  con- 
sideration. 

Dated  December  6th,  1921. 


No.  947. 

In  the  Matter  of  the  Applicatiox  of  the  Erie  Kailroad  Com- 
PAXY  TO  DiscoxTixrE  Maintaixixg  ax  Aoext  at  Woodside. 

1.  As  the  portion  of  the  station  expenses  chargeable  to  salary  of  agent  is 
disproportionate  with  the  revenue,  it  does  not  seem  reasonable  that  the  com- 
pany should  be  required  to  maintain  an  agent  under  existing  conditions. 

2.  Approval  is  given  to  discontinuance  of  station  agency  at  Woodside  upon 
condition  that  sixty-trip,  fifty^trip  and  ten-trip  Woodside  tickets  can  be  obtained 
at  the  North  Newark  and  BelleviUe  Stations. 

2^ 
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Orover  R.  James,  for  the  Petitioner. 

This  matter  is  before  the  Board  upon  the  application  of  the  Erie 
Railroad  Company  to  discontinue  the  services  of  an  agent  at  Wood- 
side.  It  is  claimed  that  the  revenue  is  disproportionate  with  the  ex- 
pense, and  that  the  volume  of  business  does  not  warrant  maintaining 
the  sendees  of  an  agent. 

AVooflside  is  Iw^ated  on  the  Newark  Branch  0.5  of  a  mile  east  of 
Belleville  and  one  mile  west  of  Riverside.  A  statement  of  pas,senger 
revenue,  submitted  by  the  company  at  the  hearing,  shows  for  the  year 
September,  1920,  to  August,  1921,  $2,173.04.  Of  this  amount  76.37 
per  cent,  represents  commutation  tickets  and  23.63  per  cent,  local 
tickets  sold  at  the  station.  The  salary  of  the  agent  is  $2,788.60  per 
annum.  In  addition  to  performing  the  duties  of  agent,  gates  at  the 
intersection  of  a  highway  and  tracks  at  the  station  are  operated  by 
the  agent.  Under  the  present  scheme  of  reducing  operating  expenses 
it  is  proposed  to  have  the  gateman  also  act  as  caretaker  of  the  station 
and  perform  the  duties  of  agent,  excepting  the  sale  of  tickets,  and 
by  this  method  the  company  claims  there  will  be  a  saving  of 
$1,514.20.  As  the  portion  of  the  cost  of  operating  the  Woodside 
Station  chargeable  to  agent's  salary  is  $1,514.20,  the  cost  of  main- 
taining present  agent  represents  70  per  cent,  of  the  revenue  for  the 
year  1920-1921. 

The  station  will  be  kept  open  for  the  convenience  of  it>  patrons: 
the  building  will  be  maintained  properly  cleaned,  heated  and  lighted, 
and  scheduled  train  stops  continued.  Tickets  will  not  be  sold  at  the 
station,  but  single  fares  can  be  paid  to  conductor  on  train  without 
payment  of  any  excess.  As  sixty-trip,  fifty-trip  and  ten-trip  tickets 
will  not  be  sold  at  the  station,  it  is  the  opinion  of  the  Board  that 
said  class  of  tickets  reading  from  Woodside  should  be  placed  on  sale 
at  the  North  Newark  Station  of  the  Greenwood  Lake  Division,  also 
at  Belleville  Station  on  th^  Newark  Branch. 

As  the  i)ortion  of  the  station  expenses  chargeable  to  salary  of  agent 
is  disproportionate  with  the  revenue,  it  does  not  seem  reasonable 
that  the  company  should  be  required  to  maintain  an  agent  under 
existing  conditions.  The  Board  will  therefore  approve  the  application 
to  discontinue  the  station  agency  at  Woodside,  upon  condition  that 
sixty-trip,  fifty-trip  and  ten-trip  Woodside  tickets  can  be  obtained  at 
the  North  Newark  and  Belleville  Stations. 
Dated  December  6th,  1921. 
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Erie   Railroad   Co. — Discontinue  Agent   at   Orange. 


No.  948. 

Ix  TFiE  Matter  of' the  Application  of  the  Erie  Railroad  Com- 

PAXY  TO  DiSCOXTIXUE  MaIXTAIXIXG  AX  AgEXT  AT  OrAXGE. 

Approval  is  given  to  discontinuance  of  agency  provided  the  company  has  a 
representative  at  the  station  for  transaction  of  necessary  business  fi'om  7  A.  M. 
until  9  A.  M.  and  keeps  the  station  open  covering  hours  now  in  eflfect. 

G I  over  R.  James,  for  tlie  Company. 

This  application  is  made  by  the  Erie  Railroad  Company  to  discon- 
tinue the  services  of  an  agent  at  Orange,  the  company  basing  its  re- 
quest en  the  present  necessity  of  reducing  operating  expenses. 

Tlie  station  is  located  on  the  Orange  Branch  of  the  Greenwood  Lake 
Division  0.5  miles  west  of  Brighton  Avenue  Station  and  0.5  miles  east 
of  Llewellyn  Station.  The  freight  business  at  Orange  is  under  the 
supervision  of  a  freight  agent  and  the  only  receipts  handled  by  the 
agent  at  the  Orange  Station  are  the  pnx'eeds  from  the  sale  of  tickets. 

Statements  of  passenger  revenue  were  su])mitted  by  ihe  company  at 
the  hearing  showing  for  the  year  1916,  $5,356.44;  1917,  $5,048.62; 
1918,  $6,107.09;  1919,  $5,028.24;  1920,  $4,900.74.  The  salary  of 
the  agent  is  $1,151.44  ]>er  annum,  and  the  expense  of  maintaining  the 
agency  based  on  the  revenue  for  the  year  1920-1921  is  approximately 
24  per  cent,  of  the  total  passenger  revenue. 

While  the  reasonableness  of  the  company's  desire  to  reduce  operat- 
ing ex])ense9  is  recognized,  owing  to  the  volume  of  passenger  business 
the  necessity  is  apparent  for  the  presence  of  an  agent  or  clerk  for  at 
least  a  portion  of  the  day.  With  a  representative  of  the  company  at 
the  station  from  7  a.  M.  until  9  a.  m.,  it  would  seem  that  the  services 
of  the  regular  agent  could  he  dispensed  without  materially  inconven- 
iencing the  company's  patrons.  Therefore,  if  the  company  will  ar- 
range to  have  a  representative  at  the  station  for  the  transaction  of  the 
necessar}'  business  from  7  a.  m.  until  9  a.  m.,  and  keep  the  station 
open  covering  hours  now  in  effect,  the  Board  will  approve  such  an  ar- 
rangement in  lieu  of  the  agency  now  effective. 

Dated  December  6th,  1921. 
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Erie  Railroad  Co. — Discontinue  Agent  at  Riverside. 


No.  949. 

In  the  Matter  of  the  Application  of  the  Erie  Railroad  Com- 
pany TO  Discontinue  Maintaining  an  Agent  at  Riverside. 

For  the  present  the  company  should  be  permitted  to  discontinue  the  services 
of  the  agent  at  Rivermde,  upon  condition  that  sixty-trip,  fifty-trip  and  ten- 
trip  Riverside  tickets  can  be  obtained  at  North  Newark  and  Newark  Fourth 
Avenue  Stations. 

G rover  R,  James,  for  tlie  Company. 

Herman  G.  lA)ew,  for  the  Protestants. 

This  matter  is  l^efore  the  Board  upon  the  application  of  the  Erie 
Railroad  Company  to  discontinue  the  sen-ices  of  an  agent  at  River- 
side. It  is  claimed  that  the  revenue  is  disproportionate  with  the  ex- 
pense of  the  agency  and  that  the  volume  of  business  does  not  warrant 
maintaining  the  services  of  an  agent. 

Riverside  is»  located  0.9  of  a  mile  east  of  Xewark  and  0.5  of  a  mile 
west  of  Woodside.  These  stations  are  within  the  limits  of  the  City  of 
Xewark.  A  statement  of  passenger  revenue  submitted  by  the  company 
at  the  hearing  shows  for  the  year  September,  1920,  to  August,  1021, 
$3,447.92.  Of  this  amount  87.31  per  cent,  represents  commutation 
tickets  and  12.69  per  cent,  local  tickets  sold  at  the  station.  The  salary 
of  the  agent  is  $1,244  per  annum,  and  expense  of  maintaining  the 
agency  is  approximately  36  per  cent,  of  the  total  revenue. 

The  company  proposes  to  have  an  attendant  at  the  station  who  will 
perform  the  duties  of  the  agent,  excepting  the  sale  of  tickets.  The 
station  will  be  kept  open  for  the  convenience  of  its  patrons;  the  build- 
ing will  be  maintained,  properly  cleaned,  heated  and  lighted,  and 
schedule  train  stops  continued.  Tickets  will  not  be  sold  at  the  station, 
but  single  fares  can  be  paid  to  conductor  on  train  without  pa\Tnent 
of  any  excess.  As  sixty-trip,  fifty-trip  and  ten-trip  tickets  will  not  be 
sold  at  the  station,  it  is  the  opinion  of  the  Board  that  said  class  of 
tickets  reading  from  Riverside  should  be  placed  on  sale  at  the  North 
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Xewark  Station,  on  the  Greenwood  Lake  Division,  also  at  the  Newark 
Fourth  Avenue  Station,  on  the  Newark  Branch. 

As  the  volume  of  passenger  business  does  not  warrant  the  continu- 
ance of  the  agent,  and  tickets  referred  to  will  be  on  sale  at  convenient 
stations  to  Eiverside,  the  station  building  will  be  under  the  care  of  an 
attendant  who  will  perform  the  duties  of  the  agent  other  than  the  sale 
of  tickets,  it  would  appear  that  the  inconvenience  that  may  result  to 
passengers  would  not  be  of  such  an  extent  as  to  require  the  continu- 
ance of  the  agent.  The  salary  of  agents  is  fixed  by  the  Federal  Wage 
Board  and  reductions  cannot  be  made  without  the  approval  of  said 
Board,  and,  under  present  regulations,  the  standard  scale  of  wages  as 
fixed  by  said  Board  must  be  paid  to  employees  performing  the  duties 
of  ticket  agents. 

As  the  expense  of  maintaining  the  agency  at  Riverside  represent?  so 
large  a  percentage  of  the  total  revenue,  if  the  company  is  to  be  per- 
mitted to  decrease  operating  expenses,  reductions  must  be  made  in 
items  least  affecting  the  general  operations  of  the  property.  The 
Board,  therefore,  concludes  that  for  the  present  the  company  should 
be  permitted  to  discontinue  the  services  of  the  agent  at  Riverside,  upon 
condition  that  sixty-trip,  fifty-trip  and  ten-trip  Riverside  tickets  can 
be  obtained  at  the  North  Newark  and  Newark  Fourth  Avenue  Sta- 
tions. 

Dated  December  6th,  1921. 


No.  950. 

In  the  Matter  op  the  Application  of  the  Erie  Railroad  Com- 
pany TO  Discontinue  Maintaining  an  Agent  at  South 
Paterson. 

Application  to  discontinue  an  agency  is  denied  where  it  appears  that  the 
passenger  business  is  of  euch  volume  as  to  reasonably  warrant  the  necessity  of 
nadntaining  an  agent  for  the  convenience  of  the  company's  patrons. 
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Erie  Railroad  Co. — Discontinue  Agent  at   South   Paterson. 
G.  R.  James,  for  the  Company. 
Francis  Scott,  for  the  Protestants. 

Thija  application  is  made  by  the  Erie  Railroad  Company  to  dis- 
continue the  services  of  tiie  agent  at  South  Paterson  Station  on  the 
Xewark  Branch,  the  company  ba!?ing  its  request  on  the  present  neees- 
tiity  of  reducing  operating  expenses. 

The  South  Paterson  Station  is  in  the  southwesterly  portion  of  the 
City  of  Paterson,  1.1  miles  distant  along  the  railroad  from  the  Main 
Paterson  Station.  To  reach  the  Main  Station  from  the  South  Pat- 
erson Station,  which  is  located  on  Main  Street,  one  of  the  principal 
highways  of  the  city,  it  would  he  necessary  to  cover  a  distance  of 
approximately  two  miles  if  the  trip  was  made  by  trolley  car.  The 
vicinity  of  the  South  Paterson  Station  is  residential  with  a  large 
population  within  a  conveniently  reasonable  div^tance  of  the  station. 

A  statement  of  passenger  revenue,  submitted  by  the  company  at 
the  hearing,  shows  the  revenue  for  the  year  1918,  $6,070.65;  1919, 
$0,814.32;  1920,  $6,778.18;  from  May  1st,  1920,  to  April  30th, 
1921,  $7,016.32.  The  salary  of  the  agent  is  $1,401.60  per  annum, 
representing  20  per  cent,  of  the  revenue  for  the  year  1920-1921. 

The  receipts  at  the  South  'Paterson  Station  are  from  the  sale  of 
tickets  only,  indicating  a  passenger  business  of  such  volume  as  to 
reasonably  warrant  the  necessity  of  maintaining  an  agent  for  the 
convenience  of  the  company's  patrons.  The  desire  of  the  company 
to  reduce  operating  expenses  under  existing  conditions  is  recognized, 
but  due  consideration  must  l)e  given  to  the  inconvenience  that  would 
result  in  depriving  a  community  of  such  magnitude  as  South  Pat- 
erson of  the  services  of  an  agent.  The  petition  to  discontinue  main- 
taining an  agent  at  South  Paterson  is  therefore  denied. 

Dated  December  6th,  1921. 
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Erie  Railroad  Co. — Discontinue  Agent  at  Brighton  Avenue,  East  Orange. 


No.  961. 

In  the  Matter  of  the  Application  of  the  Erie  Railroad  Com- 
pany TO  Discontinue  Maintaining  an  Agent  at  Brighton 
Avenue. 

Application  to  discontinue  an  agency  is  denied  where  the  salary  of  the  agent 
represents  but  15.8  per  cent,  of  the  annual  revenue,  and  material  inconvenience 
would  result. 

G rover  R.  James,  for  the  Company. 
F.  J.  Berry,  for  the  Protestants. 

This  application  is  made  by  the  Erie  Railroad  Company  to  dis- 
continue the  services  of  the  agent  at  Brighton  Avenue,  on  the  Orange 
Branch  of  the  Greenwood  Lake  Division,  the  company  basing  its 
request  on  the  present  necessity  of  reducing  operating  expenses. 

The  Brighton  Avenue  Station  is  located  in  the  westerly  portion  of 
the  City  of  East  Orange,  0.6  of  a  mile  west  of  East  Orange  Station, 
and  0.5  of  a  mile  east  of  Orange  Station.  The  vicinity  of  the  Brighton 
Avenue  Station  is  residential  with  a  large  population  within  a  con- 
veniently reasonable  distance  of  the  station. 

A  statement  of  passenger  revenue,  submitted  by  the  company 
at  tlie  hearing,  shows  the  revenue  for  the  year  1918,  $7,581.68; 
1910,  $7,992.47;  1920,  $7,544.63;  from  May,  1920,  to  April  30th, 
1921,  $7,572.91.  The  salary  of  the  agent  is  $1,201.92  per  annum, 
representing  15.8  per  cent,  of  the  revenue  for  the  year  1920-1921. 
The  receipts  of  the  Brighton  Avenue  Station  are  from  the  sale  of 
tickets  only,  indicating  a  passenger  business  of  such  volume  as  to 
reasonably  warrant  the  necessity  of  maintaining  an  agent  for  the 
convenience  of  the  company's  patrons.  The  desire  of  the  company  to 
reduce  operating  expenses  under  conditions  is  recognized,  but  due 
consideration  must  be  given  to  the  inconvenience  that  would  result  in 
depriving  a  community  of  the  magnitude  of  the  section  of  East 
Orange  in  the  vicinity  of  Brighton  Avenue  Station  of  the  services 
of  an  agent.  The  petition  to  discontinue  maintaining  an  agent  at 
Brighton  Avenue  is  therefore  denied. 

Dated  December  6th,  1921. 
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Erie  Railroad  Co. — Disconinue  Agent  at  Prospect  Street,  City  of  Passaic 


No.  952. 

In  the  Matter  of  the  Applicatiox  of  the  Erie  Railroad  Com- 
pany TO  Discontinue  Maintaining  an  Agent  at  Prospect 
Street. 

A  petition  to  remove  an  agent  is  denied  wliere  the  salary  of  the  agent  ifj  but 
17.8  per  cent,  of  the  annual  revenue  and  material  inconvenience  would  result. 

Grover  R.  James,  for  the  Company. 

A,  0,  Miller,  for  the  Protestants. 

This  application  is  made  by  the  Erie  Railroad  Company  to  discon- 
tinue the  services  of  the  agent  at  Prospect  Street  Station,  in  the 
City  of  Passaic,  the  company  basing  its  request  on  the  present  neces- 
sity of  reducing  operating  expenses. 

The  Prospect  Street  Station  is  located  0.7  of  a  mile  west  of  Ppssaic 
Park  Station,  and  0.4  of  a  mile  east  of  the  Main  Passjiic  Station,  and 
is  in  the  business  section  of  the  city,  with  a  large  population  within  a 
conveniently  reasonable  distance  of  the  station. 

A  statement  of  passenger  revenue  submitted  by  the  company  at  the 
hearing  shows  the  revenue  for  the  year  1918,  $8,291.02;  1919, 
$8,428.43;  1920,  $7,444.92:  from  May,  1920,  to  April,  1921, 
$7,371.43.  The  salary  of  the  agent  is  $1,297.44  per  annum,  repre- 
senting 17.6  per  cent,  of  the  revenue  for  the  year  1920-1921. 

The  receipts  at  the  Prospect  Street  Station  are  from  the  sale  of 
tickets  only,  indicating  a  passenger  business  of  such  volume  as  to 
reasonably  warrant  the  necessity  of  maintaining  an  agent  for  the 
convenience  of  the  company's  patrons.  The  desire  of  the  company 
to  reduce  operating  expenses  under  existing  conditions  is  recognized, 
but  due  consideration  must  be  given  to  the  inconvenience  that  would 
result  from  the  elimination  of  the  services  of  an  agent  at  a  station 
located  in  a  business  section  of  the  city  with  a  large  population  in 
close  proximity  thereto.  The  petition  to  discontinue  maintaining  an 
agent  at  Prospect  Street  is  therefore  denied. 

Dated  December  6th,  1921. 
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Lehigh  and  Hudson  River  Railway  Co. — Discontinue  Agent  at  Tranquility. 


No.  963. 

In  the  Matter  of  the  Application  of  the  Lehigh  and  Hudson 
En^R  Bailway  Company  to  Discontinue  Maintaining  an 
Agent  at  Tranquility. 

As  the  public  would  not  euffer  material  inconvenience  and  the  expense  of 
maintaining  an  agent  at  Tranquility  approximates  00  per  cent,  of  the  total 
yearly  revenue,  it  is  hel^  not  to  be  unreasonable  under  existing  conditions  to 
permit  the  removal  of  the  agent. 

C.  S,  Beattie,  for  the  Company. 

C.  E.  Cook,  for  the  Protestants. 

Hearing  held  at  Hackettstown  Xovember  7th,  1921. 

This  matter  comes  to  the  Board  upon  the  application  of  the  Lehigh 
and  Hudson  Eiver  Eailway  Company  for  permission  to  discontinue 
the  maintenance  of  an  agent  at  Tranquility  Station,  the  company 
alleging  that  the  volume  of  business  does  not  warrant  the  expense  of 
continuing  the  agency.  The  railroad  company  proposes  to  change 
Tranquility  Station  from  an  agency  •station  to  a  non-agency  operated 
station  or  prepaid  point,  continuing  the  station  building  for  the  con- 
venience of  the  passengers,  and  train  service,  both  passenger  and 
freight. 

Tranquility  is  located  1.6  miles  east  of  Allamuchy  and  4.3  miles 
west  of  Andover  Junction.  Station  agencies  are  maintained  at  said 
points.  Freight  facilities  at  Tranquility  consist  of  a  freight  house 
and  siding  track  for  carload  deliveries.  The  freight  service  consists 
of  one  train  on  alternate  days  for  less  than  carload  consignments,  and 
one  train  each  day  for  carload  deliveries.  The  passenger  service  con- 
sists of  two  trains  each  way  per  day — eastbound  trains,  9 :36  a.  m.  and 
2:48  p.  M.;  westbound,  10:06  a.  m.  and  6:00  p.  m. 

Statement  of  freight  business  submitted  at  the  hearing  shows  for 
tlie  year  ending  July,  1921 :  inbound,  52  carloads  received  at  Tran- 
quility and  302  less  than  carload  shipments ;  outbound,  3  carloads  and 
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27  less  tliaii  carload  shipmeutj^.  The  total  freight  revenue  for  said 
j)eriod  was  $*^,0G8.16,  an  average  of  $1?'^.34  per  month.  Statement 
of  ])assenger  business  shows  for  the  year  ending  July,  19*^1,  $48o.67, 
an  average  of  $40.50  per  month.  The  total  passenger  and  freiglit 
revenue  for  said  year,  $2,553.83.  The  salary  paid  the  agent  for  the 
year  ending  July,  lO'^l,  as  fixed  hy  the  Federal  Wage  Board  was  $1,- 
515. '^l,  representing  59  per  cent,  of  the  total  revenue.  This  salary 
cannot  he  reduced  without  the  consent  of  the  Federal  Board. 

The  principal  commcdity  shipped  from  Tranquility  is  milk  from 
the  Borden's  Famis  Products  Company,  located  near  the  station.  A 
communication  from  said  company  offered  at  the  hearing  is  to  the 
eifect  that  the  elimination  of  the  agent  at  Tranquility  Station  will 
not  result  in  any  inconvenience  or  difficulty  in  the  handling  of  the 
company's  milk  shipments.  The  remainder  of  the  freight  business  at 
Tranquility  comprises  principally  consignments  of  merchandise  for  a 
general  store,  and  feeds,  grains  and  fertilizers. 

Under  proix^sed  scheme  of.  oi)erating  the  station,  arrival  notices  and 
freight  bills  would  be  prepared  by  the  agent  either  at  Allamuehy  or 
Andrver  Junction.  As  Allamuehy  is  the  nearest  station  to  Tran- 
quility, the  supervision  of  freight  shipments  to  and  from  Tranquility 
should  be  placed  under  the  jurisdiction  of  the  agent  at  this  point.  As 
freight  consignments  would  be  placed  in  the  freight  house,  it  was 
claimed  if  the  agent  is  eliminated  that  consignments  placed  in  the 
freight  house  should  be  properly  protected,  which  would  necessitate 
keeping  the  door  of  the  freight  house  locked.  An  arrangement  was 
pnipo-ed  at  the  hearing  whereby  a  key  could  be  placed  where  it 
c<mld  be  readily  obtained  permitting  removal  of  consignments  when 
necessary. 

As  the  public  would  net  suffer  material  inconvenience,  and  the  ex- 
pense of  maintaining  the  agent  at  Tranquility  approximates  60  per 
cent,  of  the  total  yearly  revenue,  it  is  not  unreasonable  under  existing 
conditions  to  permit  the  elimination  of  the  senices  of  the  agent.  The 
Board,  therefore,  concludes  that  for  the  present  the  company  should 
be  |XM'mitted  to  discontinue  the  services  of  the  agent,  and  if  conditions 
change  to  the  extent  of  warranting  the  re-establishment  of  an  agent, 
the  matter  will  be  given  further  consideration.  The  permission  so 
granted  is  with  the  understanding  that  the  station  will  be  kept  open 
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for  the  convenience  of  passengers;  that  the  station  building  will  be 
maintained,  properly  cleaned,  heated  and  lighted;  that  a  key  to  the 
freight  house  will  be  placed  at  a  convenient  point  near  the  station  and 
notice  posted  at  the  freight  house  indicating  where  it  can  be  ol> 
tained ;  that  the  supervision  of  freight  shipments  to  and  from  Tran- 
(juility  shall  be  under  the  supervision  of  the  agent  at  Allamuchy;  that 
excels  fare  shall  not  be  required  when  tickets  are  purchased  from  the 
conductor  on  train,  and  that  trains  now  scheduled  to  stop  on  flag  shall 
make  regular  stops. 

Dated  December  6th,  1921. 


No.  954. 

Ix  THE  Matter  of  the  Application  of  the  Morris  ant>  Somerset 
Electric  Company  for  Approval  of  the  Issuance  of  $450,- 
000  First  Mortgage  Bonds,  the  Acquisition  of  the  Capital 
Stock  of  the  Boonton  Electric  Company  and  the  Merger 
AND  Consolidation  of  the  Latter  With  the  Petitioner. 

1.  It  appears  that  on  December  3l8t  the  stock  of  the  Boonton  Electric  Com- 
pany will  have  a  value  of  approximately  $24,000,  provided  no  distribution  of 
surplus  is  made  before  that  date. 

2.  If.  at  the  time  of  acquisition,  the  stock  of  the  Boonton  Company  has  a 
value  of  not  less  than  $24,000,  approval  will  be  given  to  the  issuance  of  this 
amount  of  stock  by  the  Morris  and  Somerset  Electric  Company  for  the  pur- 
pose of  acquiring  the  entire  outstanding  capital  stock  of  the  Boonton  Electric 
Company. 

3.  There  must  be  approved  by  the  Board  a  general  mortgage  securing  the 
payment  of  the  additional  two  per  cent,  interest  on  a  proposed  issue  of  first 
mortgage  bonds  before  approval  can  be  given  to  the  issuance  of  the  latter. 

4.  An  ajjrreement  of  merger  and  consolidation  must  be  submitted  before  a 
petition  asking  for  approval  of  such  merger  and  consolidation  is  granted. 

John  R.  Hardin,  for  the  Petitioners. 

Under  date  of  April  13th,  1920,  application  was  made  by  the 
^lorris  and  Somerset  Electric  Company  for  approval  of  the  issuance 
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of  $200,000  par  value  of  capital  stock  and  $350,000  par  value  of 
three-jear  six  per  cent,  notes  secured  bv  the  deposit  of  collateral, 
consisting  of  $400,000  par  value  of  the  company's  first  mortgage 
bonds,  the  notes  to  be  issued  at  not  less  than  95  per  cent,  of  par 
value  and  the  proceeds  used  in  acquiring  the  leased  properties  operated 
bv  it  and  by  the  Boonton  Electric  Company.  In  the  Board's  report 
of  June  Ist,  1920,  in  this  matter  the  purpose  of  this  note  issue  was 
approved,  but  no  certificate  approving  the  issuance  was  granted  at 
that  time,  inasmuch  as  the  Board  withheld  its  approval  of  the  pur- 
jx)se  of  part  of  the  capital  stock  sought  to  be  issued  at  the  same  time, 
leaving  to  the  company  the  final  determination  of  the  proper  propor- 
tion of  each  class  of  securities  to  be  issued,  which  could  be  submitted 
in  a  supplemental  petition,  taking  into  account  the  Board's  refusal 
to  approve  part  of  the  purpose  for  which  $200,000  capital  stock  was 
sought  to  be  issued. 

Subsequently  application  was  made  by  the  company  for  approval 
of  the  issuance  of  $200,000  capital  stock  for  the  purpose  of  reim- 
bursing it  for  construction  expenditures  not  previously  capitalized, 
but  no  renewal  of  the  application  for  approval  of  the  $350,000  note 
issue  was  ever  made.  In  the  application  now  before  the  Board,  the 
company  seeks  approval  of  the  issuance  of  its  first  mortgage  bonds, 
instead  of  notes  secured  by  bonds  pledged  as  collateral,  with  addi- 
tional interest  coupons,  at  the  rate  of  two  per  cent,  per  annum, 
attached  to  each  bond  and  secured  by  a  second  mortgage  on  all  its 
property,  which  are  to  be  sold  by  the  company  at  not  less  than  92 
per  cent,  of  par  value.  As  these  bonds  mature  within  approximately 
twenty  years,  the  cost  to  the  company  of  the  money  obtained  from 
their  issuance  will  be  more  than  one  per  cent,  per  annum  less  than 
if  it  had  issued  at  95  the  three-year  six  per  cent,  collateral  notes. 
The  company  also  claims  that  there  will  be  a  further  advantage  in 
the  issuance  of  bonds  instead  of  notes  in  that  there  will  be  no  dupli- 
cation of  obligations  and  no  possibility  of  sacrifice  of  the  bonds  as 
collateral  to  the  notes.  The  company  states  that  this  is  the  best 
price  at  which  it  can  raise  the  money  at  the  present  time,  and  that 
it  must  do  so  before  the  close  of  the  present  month,  when  its  option 
to  purchase  the  leased  properties  for  $350,000  expires  and  that  the 
lessor  companies  have  announced  that  the  option  will  positively  not 
be  extended  bevond  that  date. 
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The  total  amount  of  bonds  the  company  now  seeks  to  issue  is  $450^- 
000,  the  balance  of  the  proceeds  after  providing  $350,000  for  the 
purchase  of  the  leased  properties  to  be  used  in  acquiring  at  par  and 
accrued  interest  the  present  outstanding  $45,000  par  value  of  first 
mortgage  bonds  of  the  Boonton  Electric  Company  and  to  provide 
additional  working  capital  to  the  extent  of  approximately  $20,000.    . 

Reference  is  above  made  as  well  as  in  the  petition  to  the  securing 
of  the  additional  two  per  cent,  interest  on  the  first  mortgage  bonds 
by  a  general  mortgage  on  all  the  property  of  the  company  subject 
to  its  first  mortgage,  but  tlie  approval  of  this  second  mortgage  does 
not  appear  to  be  specifically  requested  in  the  present  application, 
which  approval  must  also  be  obtained  as  well  as  the  approval  of  the 
issuance  of  the  bonds  thereunder. 

Under  date  of  March  31st,  1921,  the  Board  approved  the  issuance 
of  $150,000  additional  capital  stock  by  the  company,  none  of  which 
the  company  reports  has  yet  been  issued.  Half  of  this  issue  was  to 
be  used  for  working  capital.  In  its  present  application  the  com- 
pany asks  permission  to  use  $40,000  of  this  unissued  stock  to  acquire 
the  present  outstanding  stock  of  the  Boonton  Electric  Company, 
which  is  to  be  cancelled  when  the  proposed  merger  and  consolidation 
takes  place,  instead  of  for  use  as  working  capital  as  originally  pro- 
posed, approximately  $20,000  of  the  working  capital  being  provided 
for  in  the  proposed  issue  of  first  mortgage  bonds. 

In  the  Board's  report  of  June  1st,  1920,  above  referred  to,  the 
Board  found  the  value  of  the  Boonton  Electric  Company's  stock  to  be 
only  $11,000,  and  for  this  reason  withheld  its  approval  of  the  issu- 
ance of  $40,000  capital  stock  by  the  Morris  and  Somerset  Electric 
Company  for  the  purpose  of  purchasing  the  Boonton  stock.  The 
company  now  claims  that  the  value  of  this  stock,  on  the  basis  of  the 
calculation  in  the  Board's  report,  has  now  increased  to  more  than 
$30,000,  and  that  if  proper  consideration  were  given  to  all  the  ele- 
ments of  value  in  the  property  of  the  Boonton  Electric  Company,  its 
capital  stock  would  be  found  to  have  a  value  of  at  least  $40,000. 

Accompanying  the  present  application  is  a  balance  sheet  of  the  Boon- 
ton  Electric  Company  as  of  October  31st,  1921,  from  which  can  be 
ascertained  the  amount  of  increase  in  value  of  the  company's  capital 
stock  since  August  31st,  1919,  as  of  which  date  the  Board  found  the 
value  to  be  $11,000  as  per  its  report  of  June  1st,  1920,  above  referred 
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to.  The  total  value  of  the  Boonton  property,  excluding  leased  prop- 
erty, as  per  that  report  was  $91,658.  The  net  additions  to  the  prop- 
erty between  August  31st,  1919,  and  October  31st,  1921,  were  $100.- 
375,  making  a  total  value  on  the  latter  date,  without  deduction  for 
depreciation,  of  $192,033.  Deducting  the  reserve  for  accrued  amorti- 
sation of  capital  on  October  31st,  1921,  $36,582,  leaves  a  value  repre- 
sented by  the  company's  securities  of  $155,451.  Deducting  from  this 
tho  par  value  of  the  Boonton  Electric  Company's  bonds,  $45,000, 
leaves  as  an  amount  represented  by  capital  stock  and  floating  debt 
$110,451.  The  excess  of  current  liabilities  over  current  assets  as  of 
October  31st,  1921,  was  $90,429,  deducting  which  leaves  a  balance  of 
$20,022  as  the  amount  of  value  represented  \)y  the  Boonton  Electric 
Company's  capital  stock. 

From  the  above  calculation,  made  on  the  same  basis  as  that  in  the 
Board's  report  of  June  1st,  1920,  it  is  seen  that  the  value  of  the  Boon- 
ton  Electric  Company's  capital  stock  is  only  about  one-half  of  that 
claimed  by  the  company.  If  of  the  $75,000  stock  to  be  issued  for 
working  capital  approved  by  the  Board  on  March  31st,  1921,  $40,000 
is  issued  for  the  Boonton  Company's  stock,  it  would  leave  $35,000 
stock  to  be  issued  for  working  capital.  Adding  to  this  the  $20,000 
of  l>ond8  proposed  to  be  issued  for  this  purpose  makes  a  total  of 
$55,000  for  working  capital,  or  $20,000  less  than  the  amount  of  stock 
authorized  to  be  issued  for  this  purpose,  which  presumably  must  be 
provided  for  out  of  the  petitioners  surplus  or  floating  debt.  Its  sur- 
plus on  October  31&t,  1921,  was  $21,237,  or  more  than  enough  to 
cover  the  difference  in  working  capital  or  the  difference  in  value  of 
the  Boonton  Company's  stock  as  per  the  above  calculation  and  as 
now  claimed  by  the  company  so  that  if  the  Board  granted  its  per- 
mission to  issue  $20,000  par  value  of  the  Morris  and  Somerset  Elec- 
tric Company's  stock  in  part  payment  for  the  stock  of  the  Boonton 
Company,  leaving  the  balance  of  the  $75,000  stock  to  be  issued  for 
working  capital  as  authorized  on  March  31st,  1921,  the  company  could 
divert  $20,000  of  its  surplus  from  working  capital  and  use  it  to 
complete  the  purchase  of  the  Boonton  Company's  stock,  which  in  the 
merger  and  consolidation  would  be  given  a  value  of  only  $20,000, 
the  difference  between  this  and  the  $40,000  purchase  price  being 
written  off  from  surplus. 
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By  adjustments  which  the  company  proposes  to  make  in  its  ac- 
counts at  the  close  of  the  year,  the  surplus  of  the  Boonton  Company 
will  be  further  increased  to  the  amount  of  $4,000  on  that  date  aside 
from  the  normal  growth  from  operations  during  the  la?t  two  months 
of  the  year,  so  that  on  December  31st  the  company's  capital  stock  will 
have  a  value  of  approximately  $24,000,  provided  that  no  distribution 
of  surplus  is  made  before  that  date.  Accordingly  if  at  the  time  of 
acquisition  the  stock  of  the  Boonton  Company  has  a  value,  on  the 
basis  of  the  above  calculation,  of  not  less  than  $24,000,  the  Board 
will  approve  the  issuance  of  this  amount  of  stock  by  the  Morris  and 
Somerset  Electric  Company  for  the  pur]x>se  of  acquiring  the  entire 
outstanding  capital  stock  of  the  Boonton  Electric  Company.  Before 
a  certificate  approving  such  issue  is  granted,  however,  application 
should  be  made  by  the  last-named  company  for  permission  to  transfer 
on  its  books  its  capital  stock  to  the  Morris  and  Somerset  Electric 
Company. 

As  above  stated,  there  must  first  be  approved  by  the  Board  the  gen- 
eral mortgage  securing  the  payment  of  the  additional  two  per  cent, 
interest  on  the  proposed  issue  of  first  mortgage  bonds  before  approval 
can  be  given  to  the  issuance  of  the  latter.  Such  approval  will  be 
granted  as  soon  as  the  said  general  mortgage  is  submitted  and  ap- 
proved. 

The  petitioner  also  asks  in  its  application  for  approval  of  the  mer- 
ger and  consolidation  of  itself  and  the  Boonton  Electric  Company, 
but  no  agreement  of  merger  and  consolidation  is  submitted  with 
the  petition.  This  also  must  he  done  before  a  certificate  approving 
the  proposed  merger  and  consolidation  is  granted. 

Dated  December  Tth.  1921. 
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No.  955. 

In  the  Matter  of  the  Application  of  the  Xewark  and  Hudson 
Railroad  and  the  Erie  Railroad  for  Permission  to  Relo- 
cate Tracks  at  Grade  Across  Passaic  Street  and  Fourth 
Avenue,  in  the  City  of  Xewark. 

The  practice  of  the  Board  respecting  applications  for  new  crossings  at  grade, 
relocation  of  tracks  and  additional  tracks,  has  generally  been  to  require  the 
consent  of  the  local  municipality  prior  to  the  Board  passing  on  the  appli- 
cations; but  as  safe  and  adequate  service  requires  that  the  new  bridge  be 
placed  in  operation  as  soon  as  practicable,  the  Board  will  grant  permission 
to  relocate  the  tracks  in  accordance  with  the  plan  submitted,  but  without 
predjudice  to  the  legal  requirements  of  the  City  of  Newark. 

Duane  E.  Minard,  for  the  Companies. 

Joseph  G,  Wolber,  for  the  Cit\^  of  Xewark. 

This  matter  comes  before  the  Board  upon  application  of  the  Xew- 
ark and  Hudson  Railroad  Company  and  the  Erie  Railroad  Company 
for  permission  to  relocate  tracks  at  grade  across  Fourth  Avenue  and 
Passaic  Street,  in  the  City  of  Xewark,  said  relocation  being  required 
to  make  connection  with  the  westerly  approach  of  a  bridge  recently 
constructed  across  the  'Passaic  River  between  Kearny  and  Xewark 
to  replace  an  existing  bridge  which  is  to  be  abandoned. 

The  jurisdiction  of  the  Board  relative  to  crossing  of  railroad  tracks 
at  grade  is  set  forth  in  Section  21  of  an  act  creating  the  Board  of 
Public  Utility  Commissioners,  Chapter  195,  Law*  of  1911,  as  amended 
by  Chapter  218,  Laws  of  1917: 

"Xo  highway  shall  be  constructed  across  the  tracks  of  any 
railroad  company  grade,  nor  shall  any  track  over  which  loco- 
motives, railroad  or  street  railway  cars  are  to  pass  be  laid 
across  any  highway,  so  as  to  make  a  new  crossing  at  grade, 
nor  shall  the  tracks  of  any  railroad  or  street  railway  or  trac- 
tion company  be  laid  across  the  tracks  of  any  other  railroad 
or  street  railway  or  traction  company  without  first  obtaining 
therefor  permission  from  the  board;  provided,  however,  that 
this  section  shall  not  apply  to  the  replacement  of  lawfully  ex- 
isting tracks." 
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A  hearing  was  held  at  Newark  on  Decemher  14th,  1921.  It  de- 
veloped in  the  proceedings  that  the  consent  of  the  City  of  Xewark 
to  the  proposed  relocation  has  not  heen  granted,  as  an  agreement  be- 
tween the  City  of  Xewark  and  the  railroad  companies  covering  future 
contemplated  improvements  and  highway  construction  in  the  vicinity 
of  the  highway  crossings  at  Fourth  Avenue  and  Passaic  Street  has 
not  been  concluded.  As  the  relocation  of  the  tracks  is  necessary  to 
make  connection  with  the  new  bridge,  located  approximately  fifty 
feet  north  of  the  present  bridge  location,  it  was  contended  by  the 
representative  of  the  railroad  companies  that  the  present  application, 
covering  relocation  of  tracks,  and  the  anticipated  agreement  with 
the  City  of  Newark  relative  to  future  improvements,  should  be  taken 
as  a  separate  and  distinct  matter  for  consideration. 

Upon  a  plan  filed  with  the  petition,  existing  tracks  to  be  relocated 
are  shown  in  dotted  white  lines  and  proposed  new  location  in  solid 
red  lines.  Crossing  Passaic  Street  at  present  are  three  tracks :  west- 
bound main,  eastbound  main  and  a  lead  track.  Crossing  Fourth 
Avenue  are  three  tracks:  westbound  main,  eastbound  main  and  a 
siding  track.  It  is  proposed  to  shift  the  tracks  crossing  Passaic 
Street  to  a  location,  measured  along  the  center  of  the  highway,  116 
feet  north  of  their  present  location,  and  two  main  tracks  on  Fourth 
Avenue,  19  feet  east  of  their  present  location. 

The  condition  of  the  existing  bridge  has  been  under  investigation 
by  the  Bridge  Engineer  of  the  Board  for  several  years,  and  recom- 
mendations have  been  made  from  time  to  time  covering  improve- 
ments to  maintain  the  bridge  in  safe  condition  for  train  movements 
thereover,  necessitating  a  reduction  in  the  speed  of  trains  over  the 
bridge  in  order  to  insure  safety  of  the  movements.  The  bridge  has 
been  used  for  a  long  period  of  time  and  has  deteriorated  to  an  extent 
requiring  its  abandonment  and  the  construction  of  a  new  bridge  of 
sufficient  capacity  to  carry  the  heavier  type  of  equipment  now  in 
u?e.  The  new  bridge  is  of  an  improved  type  and  is  in  place  ready 
for  operation.  It  was  constructed  owing  to  the  findings  from  time 
to  time  of  the  Board's  Bridge  Engineer.  Its  immediate  use  is  im- 
perative under  existing  conditions  to  insure  safety  to  travel,  and  it 
cannot  be  used  unless  the  tracks  are  relocated  as  shown  in  the 
plan  submitted. 
25 
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The  tracks  crossing  Fourth  Avenue  and  Passaic  Street  are  now 
protected  by  gates  operated  from  a  tower  on  Fourth  Avenue,  and  at 
Passaic  Street  from  the  ground.  It  is  proposed  to  relocate  the 
gates  at  approaches  so  that  all  tracks  crossing  the  highway  will  be 
protected.  The  relocation  of  the  tracks  across  the  highways  will  not 
create  a  condition  in  any  way  more  dangerous  to  travel  on  the  high- 
way. 

The  relocation  of  the  tracks  can  be  considered  independently  of 
the  contemplated  agreement  between  the  railroad  companies  and  the 
City  of  Newark  covering  future  improvements  in  the  vicinity  of  the 
highway  crossings. 

The  practice  of  the  Board  respecting  applications  for  new  cross- 
ings at  grade,  relocation  of  tracks  and  additional  tracks,  has  gen- 
erally been  to  require  the  consent  of  the  local  municipality  prior  to 
the  Board  passing  on  the  applications;  but,  as  safe  and  adequate 
service  requires  that  the  new  bridge  be  placed  in  operation  as  soon 
as  practicable,  the  Board  will  grant  permission  to  relocate  the  tracks 
in  accordance  with  the  plan  submitted,  but  without  prejudice  to  the 
legal  requirements  of  the  City  of  Newark  in  the  premises. 

Dated  December  19th,  1921. 


No.  956. 

In  the  Matter  of  the   Applicatiox  of  Butler-Newark  Bus 
Line,  Inc.,  for  Approval  of  Issue  of  $'30/)()0  Capital  Stock. 

1.  It  appears  that  tlip  petitioner  is  operating  thre^  buses  which  cost 
$13,441.03.  The  issuance  of  stock  to  the  amount  of  the  purchase  price  seems 
to  be  reasonable. 

2.  The  Board  is  not  satisfied  that  so  large  an  amount  as  $2,000  is  nec- 
essary to  provide  a  fund  for  emergency  purposes  or  as  working  capital. 
$1,000  is  allowed  for  this  purpose. 

3.  Upon  condition  that  not  less  than  two  and  one-quarter  per  cent,  of  the 
value  new  of  the  buses  purchased  be  set  aside  monthly  out  of  earnings  as 
a  depreciation  account,  approval  is  given  to  the  issuance  of  capital  stock 
to  the  par  value  of  $14,500. 
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4.  Approval  of  the  issuance  of  $5,000  additional  stock  will  be  given  if 
and  when  the  legal  requirements  in  connection  with  the  operation  of  a  fourth 
bus  are  fully  complied  with. 

C,  Easman  Jacobus,  for  the  Petitioner. 

The  petition  in  the  above-mentioned  matter  asks  for  approval  of 
issuance  of  stock  to  the  amount  of  $20,000  to  be  used  as  follows: 
$18,000  for  the  purchase  of  two  or  more  automobile^  buses  and 
bodies,  and  $2,000  for  tlie  purchase  of  extra  equipment,  and  to  provide 
a  surplus  fund  for  emergency  purposes. 

It  appears  that  the  petitioner  is  now  operating  three  buses,  be- 
tween Newark  and  Butler,  and  that  the  operating  company,  which 
is  the  petitioner,  is  a  public  utility  as  defined  by  law. 

The  public  utility  act  provides  that  no  public  utility  as  defined 
by  the  act  shall 

"Issue  any  stocks,  stock  certificates,  bonds  or  other  evidences 

of   indebtedness   payable   in   more   than   one  year   from   the 

date  thereof  until  it  shall  have  first  obtained  authority  from 

the  Board  for  such  proposed  issue  maturing  in  more  than  one 

year  from  the  date  thereof,  when  satisfied  that  the  same  is 

to  be  made  in  accordance  with  law  and  the  purpose  of  such 

issue  be  approved  by  said  Board." 

Upon  the  petition,  hearing  was  held,  and  the  Board  has  caused 

investigation  to  be  made  of  the  condition  of  the  buses  and  the  cost 

of  the  same.     It  appears  that  the  three  buses  now  being  operated 

cost  $13,441.63.     The  prices  paid  for  the  buses  appear  to  have  been 

reasonable,  and  inspection  shows  them  to  be  in  good  condition.    The 

issuance  of  stock  to  the  amount  of  the  purchase  price  of  these  buses 

seems  to  be  reasonable.    In  addition  to  the  three  buses  the  company 

has  one  smaller  bus  purchased  for  $1,000.     This  bus  does  not  appear 

to  be  of  a  suitable  type  for  the  transportation  of  passengers  on  the 

company's  route.    Permission  to  use  it  as  an  auto  bus  has  not  been 

given,  and  the  Board  is  not  satisfied  that  the  operation  of  more  than 

three  buses  i:^  reasonably   required.      The  Board  will  not  approve 

any  issue  of  stock  for  this  bus. 

The  Board  is  not  satisfied  that  so  large  an  amount  as  $2,000  is 
necessary  to  provide  a  fund  for  emergency  purposes  or  as  working 
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capital.     It  will  allow  for  this  puqwse  $1,060,  which  added  to  the 
amount  to  be  issued  for  the  three  buses  will  make  $14,500. 

It  appears  that  the  company  has  in  contemplation  the  use  of  an 
additional  bus  which  should  cost  approximately  $5,000,  and  in  its 
proposed  issuance  of  $20,000  capital  stock  incluled  the  cost  of  the 
fourth  bus.  This  additional  bus,  if  acquired  by  the  petitioner,  cannot 
be  operated  until  a  permit  for  the  operation  of  same  has  been  granted 
by  the  local  authorities  concerned  and  approved  by  this  Board.  The 
Board  will,  therefore,  approve  the  issue  of  stock  for  the  purchase 
of  this  bus,  to  become  effective  only  after  compliance  by  the  petitioner 
with  all  the  legal  requirements  for  the  operation  of  same. 

It  is  the  Board's  opinion  that  ca))ital  stock  may  be  properly  issued 
at  the  present  time  to  the  amount  of  $14,500,  but  that  as  a  condi- 
tion of  this  a  depreciation  fund  should  be  established  to  represent 
accruing  depreciation  of  the  buses  in  oi)eration. 

The  law  provides  that  this  fund,  including  the  income  from  in- 
vestments of  moneys  in  such  fund : 

"shall  not  be  expended  otherwise  than  for  depreciation,  im- 
provements, new  constructions,  extensions  or  additions." 
From  this  fund  new  buses  can  therefore  be  purchased  as  replace- 
ments become  necessary.  In  the  judgment  of  this  Board,  the  monthly 
charge  for  depreciation  should  not  be  less  than  two  and  one-quarter 
per  cent,  of  the  value  new  of  buses  charged  on  the  company's  fixed 
capital  account.  Upon  condition  that  at  least  this  sum  shall  be  set 
aside  monthly  out  of  earnings,  tlie  Board  will,  subject  to  its  Con- 
ference Order  Xumber  Seven,  ap])rove  the  issuance  of  capital  stock 
to  the  par  value  of  $14,500  at  the  present  time,  and  will  approve  the 
issue  of  $5,000  additional  stock  if  and  when  the  legal  requirements 
in  connection  with  the  operation  of  this  bus  are  fully  complied  with 
by  the  petitioner,  this  approval  to  ex})ire  one  year  from  date.  The 
Board,  however,  does  not  commit  itself  to  approve  of  the  operation 
of  a  fourth  bus  on  this  route. 

Dated  December  27th,  1921. 
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No.  957. 

Borough  of  Barrington  vs.  New  Jersey  Water  Service  Com- 
PAXY,  IN  RE  Inadequate  Service. 

Investigation  as  to  Whether  the  New  Jersey  Water  Service 
Company  Supplies  Safe,  Adequate  and  Proper  Service,  in 
RE  Service  Connections. 

In  the  Matter  of  the  Application  of  the  New  Jersey  Water 
Service  Company  for  Approval  of  Increased  Rates. 

1.  The  value  of  this  property  for  the  purpose  of  fixing  rates  from  the  pre- 
vious determinations  of  the  Board,  plus  additions  at  actual  cost,  and  after 
deduction  of  depreciation,  is  $80S,()0(». 

2.  The  increase  in  rates  proposed  by  the  company  is  estimated  to  produce 
a  net  income  of  about  $27,000,  which  is  a  net  return  slightly  over  7  per  cent, 
on  the  value  determined  above. 

3.  If  the  additions  to  property  above  set  forth  and  absolutely  needed  in 
order  that  the  company  would  be  in  a  position  to  furnish  safe,  adequate  and 
proper  service  to  its  customers  were  now  in  place,  the  value  upon  which 
present  rates  should  be  based  is  slightly  upwards  of  $400,000,  and  the  an- 
ticipated net  return  would  be  about  0.7  per  cent,  on  this  latter  figure. 

4.  The  company  should  be  required  to  make  the  improvements  to  its  plant 
and  system  requisite  in  the  proper  performance  of  its  public  duty,  and  in 
order  that  this  may  be  accomplished,  the  proposed  rate  increases  must  be 
made  effective  so  that  the  company  will  be  in  a  position  to  finance  the  needed 
improvements. 

5.  On  a  number  of  occasions  the  Board  has  approved  certain  increases  in 
rates  on  condition  that  certain  improvements  were  to  be  completed  before 
the  increased  rates  became  oflfective.  Difficulties  have  arisen  in  financing 
such  improvements  prior  to  the  stabilizing  of  the  company's  financial  con- 
dition. The  Board  will  therefore  allow  the  rates  to  become  effective  at  an 
early  date  and  will  require  the  company  to  proceed  with  the  work  of  in- 
stalling the  necessary  improvements  with  a  view  to  having  them  completed 
within  eight  months  after  the  effective  date  of  this  order. 

6.  The  Board  permits  the  company  to  file,  effective  for  the  quarter  com- 
mencing January  1st,  1922,  the  schedule  of  rates  proposed  by  it. 


Norman  Grey,  for  the  Company. 

Arthur  Hawes,  for  the  Borough  of  Barrington. 
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R.  Wayne  Kraft,  for  the  Borough  of  Audubon. 
J,  E,  Fagen,  for  the  Borough  of  Oaklyn. 
Frank  B.  Jess,  for  the  Borough  of  Haddon  Heights. 

The  three  ca^es  named  above  have  been  consolidated  and  will  be 
treated  in  one  report  because  of  the  fact  that  the  rates  charged  have 
been  more  or  less  responsible  for  the  growth  of  conditions  which  led 
to  the  complaints  against  the  company. 

The  New  Jersey  Water  Service  Company  was  formed  in  1913  by 
consolidation  of  the  United  Water  Company,  serving  Haddon  Heights, 
Audubon  and  Oaklyn,  and  the  Haddonfield  Water  Company,  serving 
Haddonfield.  The  original,  and  still  the  only,  source  of  supply  is 
located  about  a  mile  north  of  Haddonfield,  where  is  located  the  pump- 
ing plant  and  the  collecting  system  of  the  company.  Water  is  obtained 
from  two  sources,  partly  from  wells  and  partly  from  a  collecting 
basin  which  is  supplied  from  a  number  of  springs.  The  springs  are 
located  upon  a  farm  which  was  purchased  by  the  company  in  order 
to  protect  the  source  of  supply.  The  water  is  transferred  from  the 
pumping  station  by  means  of  a  single  force  main  leading  generally 
southwest  through  Haddonfield  (fromi  which  Haddonfield  is  sup- 
plied), and  thence  through  two  main  connections  into  Haddon 
Heights.  Audubon  and  Oaklyn  are  supplied  from  branches  of  the 
main  line  which  runs  from  Haddonfield  to  Haddon  Heights  along 
the  Kings  Highway. 

Some  years  ago  a  company  was  formed,  known  as  the  Center  Town- 
ship Water  Company,  which  built  a  small  pumping  plant  and  drove 
a  well  in  the  low  land  lying  between  Haddon  Heights  and  Harring- 
ton on  the  south  and  not  far  from  the  White  Horse  Pike.  The  Cen- 
ter Township  Water  Company  never  laid  any  mains  nor  furnished 
any  water  service. 

COMPLAINT  OF  THE  BOROUGH   OF  HARRINGTON. 

In  1915,  owing  to  the  growth  of  the  community,  and  to  the  fact 
that  the  Center  Township  Water  Company  had  never  extended  into 
Barrington  as  was  the  original  plan  of  that  company,  the"  New  Jersey 
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Water  Service  Company  entered  into  a  contract  with  the  Borough 
of  Barrington,  under  which  mains  were  to  be  extended  throughout 
the  built-up  portions  of  the  Borough  and  a  number  of  hydrants  set. 
A  portion  of  this  work  was  completed  without  very  much  delay,  but 
the  balance  of  the  work  has  never  been  completed,  so  that  large  por- 
tions of  Barrington  are  still  without  water  mains,  making  it  em- 
barrassing for  residents  to  obtain  water  for  private  consumption  and 
also  resulting  in  a  lack  of  fire  protection.  The  matter  of  the  failure 
of  the  Xew  Jersey  Water  Service  Company  to  complete  the  laying  of 
mains  in  Barrington  has  been  brought  to  the  Board's  attention  on  a 
number  of  occasions,  and  the  Board's  inspectors  have  kept  informed 
as  to  the  lack  of  progress  of  the  company  in  this  regard.  The  Board 
had  been  assured,  however,  that  the  sale  of  certain  bonds,  the  issu- 
ance of  which  had  been  approved  by  the  Board,  would  enable  the 
company  to  proceed  without  delay  in  completing  the  mains.  This 
assurance  was  forthcoming  on  several  occasions  between  1915  or  1916 
and  the  present  time.  In  May,  1921,  a  fire  occurred  in  Barrington 
which  resulted  in  filing  a  complaint  with  the  Board  regarding  the 
insufficiency  of  fire  serv-ice.  This  complaint  was  investigated  infor- 
mally by  the  Board's  inspectors,  who  made  a  report  under  date  of 
August  10th,  1921.  Xo  specific  recommendation  was  made  in  the 
report,  but  it  strongly  urged  that  the  Borough  and  the  company 
carry  on  negotiations  with  a  view  to  financing  the  cost  of  the  im- 
provements needed  (which  were  estimated  would  cost  about  $1,500), 
to  provide  proper  pressures  in  Barrington.  The  line  running  into 
Barrington  is  laid  in  the  Clement's  Bridge  Roadi  and  between  5th 
Avenue  and  Barrington  Avenue  consists  of  a  single  line  of  6-inch 
pipe.  Water  reaches  the  comer  of  5th  Avenue  and  Clement's  Bridge 
Road  in  two  different  directions;  in  5th  Avenue  through  a  4-inch 
pipe,  and  in  Clement's  Bridge  Road  partly  through  a  6-inch  pipe, 
and  the  balance  through  a  4-inch  line.  There  are  other  lines  in  that 
portion  of  Haddon  Heights  east  of  the  White  Horse  Pike,  but  in 
that  portion  of  Haddon  Heights  just  outside  of  Barrington,  the  water 
transmission  capacity  is  too  small.  This  transmission  capacity  must 
be  increased,  and  the  most  practical  way  of  doing  this  is  to  connect 
the  present  6-inch  main  from  3d  Avenue  to  4th  Avenue  on  High 
Street  by  means  of  a  6-inch  line,  extending  the  6-inch  line  on  4th 
Avenue  southward  to  connect  to  the  line  in  Clement's  Bridge  Road, 
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the  total  extensions  involved  amounting  to  about  900  feet  of  6-inch 
pipe.  This  was  recommended  in  the  report  made  by  the  Board's  in- 
spector on  August  10th,  1921. 

Ninth  Avenue,  Haddon  Heights,  has  recently  been  extended  prac- 
tically the  entire  distance  to  Barrington,  connecting  with  the  north 
and  south  streets.  Building  operations  now  going  on  in  the  terri- 
tory southwest  of  Haddon  Heights  have  resulted  in  the  extension  of 
6-inch  main  southward  in  9th  Avenue  to  within  a  short  distance  of 
the  Borough  of  Barrington.  This  line  should  be  extended  and  its 
extension  is  a  part  of  the  company's  plan  for  the  future. 

The  pumping  plant  of  this  company,  as  already  explained,  is 
located  northeast  of  Haddoniield,  a  distance  of  about  3.5  miles  from 
Barrington,  as  measured  over  the  route  of  the  water  company's  lines. 
Certain  future  improvements  of  this  company  with  reference  to  re- 
location of  the  pumping  plant  will  also  result  in  increasing  pressures 
available  in  Barrington,  and  of  these  further  reference  will  be  made 
later.  The  reinforcement  of  mains  in  Haddon  Heights  referred  to 
already  should  be  provided  at  the  earliest  possible  moment. 

At  the  hearing  in  the  above  matter,  which  was  held  at  the  Board's 
rooms  in  the  State  House,  Trenton,  September  20th,  1921,  the  Bor- 
ough was  represented  by  Mr.  P.  F.  Courtney.  Testimony  submitted 
on  that  (lay  by  Mr.  Courtney,  and  admitted  on  the  part  of  the  com- 
pany, was  to  the  effect  that  although  some  27  fire  hydrants  were  to 
have  been  installed,  but  13  had  been  put  in,  and  that  only  about 
half  of  the  mains  contemplated  in  the  contract  of  1915  had  been  so 
far  completed,  although  it  was  expected  that  the  work  would  be  com- 
pleted early  in  the  year  1916.  Mr.  Lightfoot,  testifying  for  the 
company  (p.  22,  testimony  of  Sept.  20th,  1921),  stated  that  there 
were  a  large  number  of  additional  houses  desiring  service  which  would 
require  extensions  of  mains,  and  he  adtuitted  that  "it  would  pay  the 
interest  on  our  investment  if  we  could  get  the  money  to  invest."  It 
is  beyond  argument  that  some  way  must  be  found  by  which  profitable 
extensions  can  and  will  l)e  installed.  The  New  Jersey  Water  Service 
Company  was  before  the  Board  in  a  somewhat  similar  case  some  years 
ago,  wherein  the  Borough  of  Oaklyn  complained  that  the  company 
had  failed  to  carry  out  the  terms  of  an  agreement  which  provided 
that  mains  generally  were  to  be  laid  through  the  streets  of  Oaklyn. 
At  that  time  the  Board  ordered  the  company  to  install  the  mains  re- 
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quired  by  the  borough.  The  company,  under  its  then  management, 
was  unable  to  finance  these  extensions,  and  the  result  was  a  change 
in  the  management  and  control  of  the  company.  A  similar  situation 
appears  to  have  arisen  at  this  time,  and  if  under  the  present  man- 
agemeut  it  is  not  possible  to  find  some  means  of  financing  the  needed 
extensions  where  such  extensions  furnish  suflScient  revenue  to  war- 
rant their  construction,  the  public  necessities  of  the  case  require  that 
whatever  changes  may  be  needed,  in  order  that  the  residents  of  these 
communities  may  be  properly  served,  must  be  made. 


C0MPL.\INT8  against  THE  COMPANY  S   RULES. 

Due  to  the  inability  of  this  company  to  obtain  the  funds  needed 
to  meet  the  costs  of  construction,  the  company,  in  the  spring  of  1921, 
put  into  effect  a  rule  which  provided  that  any  customer  asking  for 
service  would  be  required  to  loan  the  company  the  sum  of  $50  (which 
would  later  be  repaid  to  the  customer  with  interest),  this  money  to 
be  used  in;  financing  the  cost  of  the  house  service  connection  and 
the  meter.  Numerous  complaints  were  sent  to  the  Board  regarding 
the  application  of  this  rule,  and  the  matter  was  placed  on  the  Board's 
calendar  for  hearing  on  September  6th,  1921.  At  the  hearing,  Mr. 
Grey,  president  of  the  company,  withdrew^  the  rule  entirely,  but 
stated  that  there  would  be  indefinite  delay  in  conn-ection  with  the 
installation  of  sen  ices  into  the  various  houses  where  the  prospective 
customers  were  not  in  a  jx>sition  to  loan  the  company  the  money 
needed  to  pay  the  cost  of  making  the  connection. 

The  Board's  rules  and  regulations  for  water  companies  provide 
that  the  cost  of  the  service  connection  between  the  main  and  curb 
and  the  cost  of  the  meter  are  to  be  met  by  the  company  and  charged 
to  the  company's  capital  account.  In  view  of  the  fact  that  the  com- 
pany has  withdrawn  this  rule,  no  further  reference  need  be  made  to 
it  at  this  time  as  the  matter  of  financing  the  company  will  be  re- 
ferred to  later. 
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APPLICATION  FOR  INCREASED   RATES. 
The  present  and  proposed  rates  are  as  follows: 

Schedule  "D." 
Present  Rates — New  Jersey  Water  Service  Company. 

Haddonfield — Minimum  charge  per  quarter,  $2.50.  Allowance,  10,000  gal- 
lons per  quarter,  at  25  cents  per  1000. 

Harrington — Minimum  charge  per  quarter,  $3.00.  Allowance,  10,000  gal- 
lons per  quarter,  at  30  cents  per  1000. 

Other  territory — Minimum  charge  per  quarter,  $2,875. 

Block   Cuaroes  fob  Water  Consumed  as   Shown   by  Metes  Readings. 

First     10,000  gallons  per  quarter  covered  by   minimum   charge  above  recited. 

Next    50,000  gallons  per  quarter  @  25     cents  per  1,000. 

Next    50,000  gallons  per  quarter  @  22.5  cents  per  1,000. 

Next  150,000  gallons  per  quarter  @  19     cents  per  1,000. 

Next  250,000  gallons  per  quarter  ^  16      cents  per  1,000. 

Next  250,000  gallons  per  quarter  @  14     cents  per  1,000. 

Next  250.000  gallons  per  quarter  ((I  12      cents  per  1,000. 

BUILDING   PURPOSES. 

Applications  for  this  purpose  must  be  signed  by  the  owner.  The  follow- 
ing rates  are  for  the  construction  of  the  cellar  walls  and  floors,  walls  above 
cellar  and  all  plastering,  and  shall  not  be  used  for  any  other  purpose  what- 
ever : 

Frame  dwelling,  8  rooms  or  less.  .^ $5 .00 

Frame   dwelling,   9  to   14   rooms 8.00 

Brick,  stone  or  pebble  dash  dwelling,  8  rooms  or  less 9.00 

Brick,  stone  or  pebble  dash  dwelling,  9  to  14  rooms 12.00 

Part  frame  and  part  brick  or  stone,   8  rooms 7.00 

Part  frame  and  part  brick  or  stone,  9  to  14  rooms 10.00 

All  rooms  over  14  will  be  charged  at  rate  of  $1.00  per  room. 
For  halls,  churches,  schools,  stables,  &c.,  the  following  rates  will  be 
charged : 

Stone  work,  8  cents  per  porch.     Brick  work,  5  cents  per  1,000  bricks. 

Plastering,  5  cents  per  bushel  of  lime. 
Cement  and  concrete  work,  10  cents  per  100  square  feet  of  area  of 

surface  and  depth  of  6  inche^. 

Note. — On  October  15th,  1918,  the  Company  was  permitted  to  add  a  war 
surcharge  of  20  cents  per  consumer  per  month,  or  60  cents  quarterly  to 
the  above  minimum   rates. 
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Schedule  "E.** 

Proposed  Rates — New   Jersey   Water   Service   Company. 
Effective  October  Ist,  1921. 

Quarterly  minimum  with  allowance  of  10,000  gallons     %"  meter,  $4.00 

Quarterly  minimum  with  allowance  of  12,500  gallons     %^'  meter,  5.00 

Quarterly  minimum  with  allowance  of  15,000  gallons  1    ""  meter,  6.00 

Quarterly  minimum  with  allowance  of  17,500  gallons  1%"  meter,  7.00 

Quarterly  minimum  with  allowance  of  20,000  gallons  2    "  meter,  8.00 

First  10,000  gallons  of  water  per  quarter  as  above. 
Next  50,000  gallons  of  water  per  quarter  (a)  35c  per  1,000. 
Next  50,000  gallons  of  water  per  quarter  (5  30c  per  1,000. 
Next  ISOjOOO  gallons  of  water  per  quarter  ((f  27%c  per  1,000. 
Next  250,000  gallons  of  water  per  quarter  ^  25c  per  1,000. 
Next  250,000  gallons  of  water  per  quarter  (fT  22%c  per  1,000. 
Next  250,000  gallons  of  water  per  quarter  @  20c      per  1,000. 

WATER  FOR  BUILDING   PURPOSES. 

Frame  dwelling,  8  rooms  or  less  $7.00 

Frame  dwelling,  \)  to  14  rooms   10.00 

Brick,  stone  or  pebble  dash  dwelling,  8  rooms 11 .00 

Brick,  stone  or  pebble  dash  dwelling,  9  to  14  rooms 14.00 

Part  frame  and  part  brick  or  stone,  8  rooms 9. 00 

Part  frame  and  part  brick  or  stone,  9  to  14  rooms  12.00 

Sewer  flush  tanks,  20c  per  thousand  gallons. 
Fire  hydrants,  $25.00  per  annum. 

It  will  be  noted  that  no  change  is  made  at  this  time  in  the  charges 
for  fire  protection  sen'ice. 

On  October  18th,  1921,  the  company  filed  with  the  Board  an  appli- 
cation for  an  increase  in  rates  of  the  New  Jersey  Water  Service  Com- 
pany. This  was  placed  on  the  Board's  calendar  for  hearing  at  Cam- 
den on  November  21st,  1921,  and  was  heard  on  that  day.  Notices 
were  sent  to  the  authorities  of  all  the  municipalities  served,  and  at 
the  hearing  witnesses  testified  that  these  notices  had  been  sent  out. 


VALUATION. 

The  value  of  the  property  of  this  company  was  determined  by  this 
Board  in  a  report  dated  October  15th,  1918,  as  being  $344,714.    Since 
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then  there  have  been  additions  of  $60,620,  making  the  total  value  of 
$405,334.  Depreciation  up  to  August  31st,  1921,  was  estimated  at 
$37,345,  leaving  a  net  present  value  of  plant  of  approximately  $358,- 
000.  To  this  has  been  added  $10,000  for  working  capital,  making  a 
total  value  on  a  pre-war  basis  of  $368,000. 

In  order  to  finance  the  extensions  made  to  this  property  which 
will  be  referred  to  in  some  detail,  the  company  claims  a  necessity 
for  an  8  per  cent,  return  on  the  basis  referred  to,  this  amounting  to 
$29,440  per  annum.  The  actual  operating  expenses,  including  taxes, 
have  been  as  follows: 

1918 $23,591 

1919    27,124 

1920    32,208 

1921    33,000 

Total  revenue  required  to  pay  8  per  cent,  return,  $62,440. 

Actual  revenue  for  the  year  1920  was  $50,500,  and  for  the  year 
1921  it  is  estimated  at  $53,000.  The  estimated  normal  increase  in 
1921  over  1920  is  estimated  at  $2,500,  and  the  company  has  estimated 
the  increase  which  mighlj  come  from  the  new  schedule  at  $7,000, 
mtijving  a  total  estimated  gross  revenue  which  would  have  been 
obtained  in  1921,  if  the  proposed  rates  had  been  in  effect  throughout 
the  year,  of  $60,000.  This  would  result  in  a  deficit  below  an  8  per 
cent,  return  of  $2,440,  or,  in  other  words,  in  a  net  return  of  7.33  per 
cent,  on  the  valuation  of  $368,000,  which,  it  must  be  remembered, 
is  a  strictly  pre-war  value  plus  additions  to  the  property  at  actual  cost. 

The  capitalization  of  this  company  is  as  follows: 

First  mortgage  bonds.  Haddonfield  Water  Co $40,000 

First  mortgage  bonds,  United  Water  Co 100,000 

First  and  refunding  mortgage  bonds,  Xew  Jersey  Water  Service  Co.,  102,800 

Extension  warrants,  Haddonfield  Water  Co 600 

Purchase  money  mortgage  on  farm  where  weHs  are  located 6,750 

Total  funded  debt    $250,150 

Other  outstanding  obligations   46,970 

Total    $297,1^0 

In  addition  to  the  above,  the  company  has  outstanding  capital 
Stock  in  the  amount  of  $64,500,  making  a  total  capitalization  of 
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$361,620.  (The  New^  Jersey  Water  Service  Company  was  formed 
some  years  ago  by  consolidation  of  a  number  of  other  companies, 
the  entire  basis  of  the  consolidation  having  been  approved  by  the 
Board.  It  is  because  of  this  that  the  present  aggregate  capitalization 
is  found  to  correspond  very  closely  to  the  total  value  of  the  property 
now  in  existence.) 

Examination  of  the  testimony  and  of  the  company's  annual  re- 
ports and  of  the  exhibits  submitted  shows  that  so  far  as  these  figures 
are  concerned  the  proposed  increase  in  rates  would  not  result  to  the 
company  in  the  collection  of  a  gross  revenue  in  excess  of  the  amount 
required  to  bring  to  the  company  a  fair  return.  The  proposed  increase, 
however,  was  attacked  by  representatives  of  the  customers  because  of 
alleged  inadequacy  and  insufficiency  in  the  company's  plant  and  sys- 
tem resulting  in  improper  and  insufficient  service.  Before  deter- 
mining the  matter  of  rates,  therefore,  it  becomes  necessary  to  con- 
sider the  conditions  under  which  this  company  operates.  The  allega- 
tions regarding  inadequacy  of  the  company  are  as  follows: 

1.  Improper  character  of  water. 

2.  Insufficient  pressure  in  Barrington,  and  failure  of  company  to 
complete  laying  of  mains  through  the  borough. 

3.  Insufficient  pressures  in  Audubon. 

1.  With  regard  to  the  character  of  water,  it  was  testified  that  the 
State  Board  of  Health  had  found  fault  with  the  water  as  supplied  from 
the  collecting  basin  in  which  is  collected  water  from  certain  springs 
near  EUisburg.  The  State  Board  of  Health  has  ordered  the  company 
to  obtain  another  source  of  supply  and  to  cease  the  use  of  the  spring 
water  within  a  short  period  of  time  and  as  soon  as  another  satisfactory 
source  can  be  properly  developed.  In  the  meantime  the  water  is  being 
chlorinated  in  a  manner  which  meets  with  the  entire  approval  of  the 
^tate  Board  of  Health,  and  although  the  water  itself  may  be  at  times 
slightly  discolored,  it  is  now  absolutely  safe  for  drinking  purposes. 

Another  reason,  gradually  becoming  acute,  for  seeking  a  new  source 
of  supply  is  due  to  the  fact  that  the  company  is  now  obtaining  from 
its  present  source  practically  all  the  water  that  is  available  in  the 
neighborhood ;  at  any  rate,  it  is  obtaining  from  EUisburg  all  of  the 
water  which  the  transmission  main  will  carry,  and  as  the  the  bulk  of 
the  consumption  is  in  the  municipalities  lying  along  the  White  Horse 
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Pike,  it  would  follow  that  the  more  economic  plan  would  be  to  develop 
a  new  source  of  supply  nearer  to  those  municipalities  than  to  invest 
any  money  in  the  larger  transmission  main  from  the  present  pumping 
plant.  Some  years  ago  this  company  took  over,  with  the  Board's 
approval,  the  plant  and  property  of  the  Center  Township  Water  Com- 
pany, already  referred  to  as  lying  in  the  hollow  between  Haddon 
Heights  and  Barrington.  One  well  was  driven  by  this  company,  and 
some  machinery  was  installed  which  has  been  standing  idle  for  nine 
or  ten  years.  Arrangements  are  now  being  made  with  the  manufac- 
turers of  the  pumping  equipment  to  have  the  old  plant  examined  and 
tests  made  to  determine  the  possibilities  of  installing  a  suitable  plant 
at  the  new  location,  which  might  in  time  entirely  supersede  the  plant 
at  Ellisburg.  Additional  investment  will  be  involved  in  the  execution 
of  this  work,  but  in  view  of  the  fact  that  the  character  of  water  now 
served  is  satisfactory  to  the  State  Board  of  Health,  no  furtlier  mention 
of  this  portion  of  the  complaint  will  be  made  in  this  report. 

2.  The  lack  of  pressures  in  the  Borough  of  Barrington,  already  re- 
ferred to,  will  be  remedied  in  two  ways:  (a)  by  laying  some  900  feet 
of  6-inch  pipe  in  that  portion  of  the  Borough  of  Haddon  Heights  east 
of  White  Horse  Pike  and  north  of  Clement's  Bridge  Road;  (b)  by  the 
extension  of  mains  from  Haddon  Heights,  particularly  9th  Avenue,  to 
connect  up  with  the  mains  on  the  north  side  of  Barrington.  These 
mains  will  be  needed  in  any  case  at  some  time  in  the  near  future  to 
connect  to  the  proposed  new  pumping  plant.  A  considerable  portion  c^ 
the  main  in  9tli  Avenue  is  already  in  place,  having  just  been  com- 
pleted, and  its  further  extension  to  connect  up  with  3d  Avenue  in 
Barrington  should  be  completed  during  the  summer  of  1922,  together 
with  the  completion  of  the  mains  in  Barrington.  The  completion  of 
this  work  will  result  in  supplying  Barrington  with  ample  water  so  far 
as  pressures  are  concerned. 

3.  At  the  hearing  on  the  company's  petition  for  approval  of  increase 
in  rates,  held  in  Camden  on  November  21st,  1921,  the  opposition  that 
developed  was  based  almost  entirely  on  alleged  inadequate  or  insuffi- 
cient service,  particularly  in  the  Borough  of  Barrington  and  in  the 
Borough  of  Audubon.  The  situation  in  Barrington  has  already  been 
referred  to.  In  Audubon  it  was  testified  that  there  had  been  a  very 
large  number  of  new  houses  constructed,  the  majority  of  them  built 
upon  streets  not  already  provided  with  water  mains.     Mr.  John  W. 
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Zanger,  Director  of  Highways  and  Public  Works  of  the  Borough  of 
Audubon,  submitted  a  map  showing  the  mains  in  Audubon  with  the 
sizes  indicated.  It  appears  that  these  small  lines,  mainly  %-inch  and 
1-inch,  were  laid  by  co-operation  between  the  water  company  and 
various  builders  who  were  interested  in  having  a  water  supply  pro- 
vided for  the  new  houses. 

Testimony  submitted  at  length  at  the  hearing  on  September  6th 
in  connection  with  the  investigation  of  charges  for  service  connections 
developed  the  fact  that  the  company  claimed  that  it  was  unable  to 
fmance  the  extensions  of  mains  needed  to  supply  the  new  houses  in 
Audubon  and  in  other  parts  of  its  territory.  This  matter  has  already 
been  referred  to.  Because  of  this  inability  on  the  part  of  the  com- 
pany, a  number  of  the  builders  interested  in  real  estate  development 
appear  to  have  been  more  than  willing  to  assist  the  company  in  financ- 
ing extensions  of  sufficient  size  to  provide  water  at  the  new  houses. 
Mr.  Le  Cato  testified : 

"We  are  building  quite  a  number  of  houses  there;   I  built 
26  so  far  this  summer,  and  am  starting  20  more,  and  would  like 
the  Board  to  give  us  the  privilege  of  financing  the  water  com- 
pany ourselves  on  the  basis  of  paying  for  and  laying  the  pipe 
and  making  the  connections  if  the  Board  will  give  us  the  per- 
mission to  withhold  75  per  cent,  of  the  water  rents  until  we  get 
our  money  back  with  6  per  cent. ;  that  is  allowing  the  company 
25  per  cent,  for  the  use  of  the  water,  and  I  would  like  to  make 
that  as  a  proposition." 
^Ir.  Grey,  for  the  company,  stated  that  if  the  Board  would  allow  it, 
it  would  borrow  money  from  the  builders  in  order  to  provide  the 
service  to  the  new  buildings.    It  appears  that  during  the  last  couple  of 
years  the  company  has  made  extensions  of  mains,  using,  however,  %- 
inch  or  1-inch  pipe,  largely  financed  by  the  builders  to  the  extent  of 
about  9,600  feet.     In  some  cases  the  builders  have  made  the  excava- 
tion and  the  company  has  provided  and  installed  the  pipe.     In  other 
words,  the  company  has  apparently  gone  as  far  as  it  felt  it  dared  under 
its  present  financial  condition  in  attempting  to  serve  the  new  house?. 
This  small  pipe  is  laid  in  a  good  many  diilerent  streets,  and  in  no  case 
was  any  great  length  laid  at  first  in  any  one  place.    Due  to  construc- 
tion of  houses  just  beyond  those  completed  a  short  time  before  (in 
each  case),  these  small  pipes  have  been  extended  and  further  extended 
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Ko  that  in  one  case  where  only  a  small  numl^r  of  houses  were  to  be 
served,  there  are  some  16  houses,  and  it  very  naturally  follows  that 
pressures  are  insufficient  and  the  residents  are  experiencing  difficulty 
in  getting  water  in  their  houses.  It  is  this  situation  that  now  causes 
complaint,  and  in  view  of  the  way  in  which  this  whole  situation  has 
come  about,  due,  as  it  is,  to  the  difficulty  in  financing  following  war- 
time conditions,  it  is  hardly  fair  to  lay  all  of  the  blame  for  the  exist- 
ing conditions  upon  the  company  itself.  The  present  state  of  affairs 
cannot,  however,  continue  indefinitely,  but  some  plan  for  permanent 
remedy  must  be  adopted  and  put  into  effect  as  promptly  as  financial 
conditions  will  allow. 

At  the  hearing  on  Xovenil>er  21st,  Mr.  Smith,  Superintendent  of 
the  company,  testified  that  there  had  been  a  growth  in  the  territory 
very  much  more  rapid  in  the  last  ten  years  than  had  been  anticipated, 
and  that  the  company's  financial  situation  could  not  keep  pace  with 
til  is  growth,  being  due,  however,  to  the  combination  of  circumstances 
caused  by  the  war. 

BASIS  FOR  RATES. 

The  proper  basis  for  rates  should,  of  course,  be  such  as  would  be  the 
case  where  a  company  is  furnishing  safe,  adequate  and  proper  service. 
In  order  to  sen'e  present  customers,  there  ought  now  to  be  in  existence, 
in  place  of  the  %-inch  and  1-inch  mains,  mains  of  4  inches  or  6  inches 
in  size.  There  ought  also  to  be  in  place,  if  the  company  is  to  provide 
the  proper  fire  protection,  additional  hydrants  along  the  lines  of  the 
larger  mains.  The  total  investment  at  the  present  time  for  this  pur- 
pose, in  order  that  present  customers  may  have  adequate  service,  is 
approximately  $15,000.  In  addition  to  this,  it  has  already  been  shown 
that  the  service  to  Barrington  is  inadequate,  due  to  lack  of  pressure. 
As  already  indicated,  this  would  be  partially  remedied  by  the  installa- 
tion of  certain  additional  mains  in  the  southern  portion  of  Haddon 
Heights.  This  particular  item  would  cost  about  $1,500.  Both  for 
assurance  of  continuous  supply  and  also  for  the  purpose  of  equalizing 
and  improving  pressures  generally  in  the  communities  along  the  White 
Horse  Pike,  there  should  be  a  new  ^tand})ipe  erected  at  a  central  point 
at  a  cost  of  approximately  $15,000.  These  items  should  be  in  existence 
at  the  present  time  to  assure  good  service  to  present  customers,  and  the 
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investment  involved  in  such  items  should  be  included  in  the  base  upon 
which  present  rates  should  be  calculated.  Additional  materials  and 
incidental  items  bring  the  total  investment  up  to  about  $35,000.  The 
financing  of  the  extensions  and  improvements  needed  can  only  be  done 
when  it  is  fairly  certain  that  the  company  will  be  able  to  pay  interest 
on  bonds  issued  and  sold  to  the  public.  In  the  early  part  of  this  report, 
we  have  stated  the  value  of  the  property  as  it  exists  at  the  present  time 
and  have  shown  the  relation  between  the  present  earnings  and  antici- 
pated earnings  if  the  proposed  rate  increase  becomes  eifective.  The 
proposed  increase  in  rates  will  yield  the  company  a  return  of  slightly 
over  7  per  cent,  on  the  valuation,  which  we  have  found  of  $368,000. 
If  in  addition  to  the  property  now  in  place  there  was  also  property 
costing  $35,000  actually  needed  in  order  to  furnish  adequate  and 
proper  service  to  the  present  customers,  the  total  basis  of  rates  would 
be  slightly  upward  of  $400,000,  and  the  anticipated  net  earnings  which 
the  company  estimates  would  be  obtained  from  the  proposed  increase 
would  amount  to  about  6.7  per  cent,  net  return. 


CONCLUSIOXS. 

1.  The  value  of  this  property  for  the  purpose  of  fixing  rates  from 
the  previous  determinations  of  the  Board,  plus  additions  at  actual  cost, 
and  after  deduction  of  depreciation,  is  $368,000. 

2.  The  increaise  in  rates  proposed  by  the  company  is  estimated  to 
produce  a  net  income  of  about  $27,000,  which  is  a  net  return  slightly 
over  7  per  cent,  on  the  value  determined  above. 

3.  If  the  additions  to  property  above  set  forth  and  absolutely  needed 
in  order  that  the  company  would  l>e  in  a  position  to  furnish  safe, 
adequate  and  proper  service  to  its  customers  were  now  in  place,  the 
value  upon  which  present  rates  should  ]ye  based  is  slightly  upwards 
of  $400,000,  and  the  anticipated  net  return  would  be  about  6.7  per 
cent,  on  this  latter  figure. 

4.  The  company  should  be  required  to  make  the  improvements  to 
its  plant  and  system  requisite  in  the  proper  performance  of  its  public 
duty,  and  in  order  that  this  may  be  accomplished  the  proposed  rate 
increases  must  be  made  effective  so  that  the  company  will  be  in  a 
position  to  finance  the  needed  improvements. 

26 
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5.  On  a  number  of  occasions  the  Board  has  approved  certain  in- 
creases in  rates  on  condition  that  certain  improvements  were  to  be 
completed  before  the  increased  rates  became  effective.  Difficulties  have 
arisen  in  financing  such  improvements  prior  to  the  stabilizing  of  the 
company's  financial  condition.  The  Board  will  therefore  allow  tlie 
rates  to  become  effective  at  an  early  date,  and  will  require  the  com- 
pany to  proceed  with  the  work  of  installing  the  necessary  improve- 
ments with  a  view  to  having  them  completed  within  eight  months  after 
the  effective  date  of  this  order. 

6.  The  Board  will  therefore  permit  the  company  to  file,  effective  for 
the  quarter  commencing  January  1st,  1922,  the  schedule  of  rates  pro- 
posed by  the  company,  which  is  as  follows : 

Quarterly  minimum  with  allowance  of  10,000  gallons     %"  meter  $4.00 

Quarterly   minimum  with   allowance  of   12,500  gallons     %"  meter  5.00 

Quarterly  minimum  with  allowance  of  15,000  gallons  1"       meter  6.00 

Quarterly  minimum  with  allowance  of  17,500  gallons  1%"  meter  7.00 

Quarterly  minimum   with   allowance  of  20,000  gallons  2"       meter  8.00 

First  10,000  gallons  of  water  per  quarter  as  above. 
Next  50,000  gallons  of  water  per  quarter  (a  35c  per  1,000. 
Next  50,000  gallons  of  water  per  quarter  ^t  30c  per  1,000. 
Next  150,000  gallons  of  water  per  quarter  (h  27i^c  per  1,000. 
Next  250,000  gallons  of  water  per  quarter  (q  25c  per  1,000. 
Next  250,000  gallons  of  water  per  quarter  (T/  22%c  per  1,000. 
Next  250,000  gallons  of  water  per  quarter  ^v  20c      per  1,000. 

WATER   FOE  BUILDING   PURPOSES. 

Frame  dwelling,  8  rooms  or  less   $7.00 

Frame  dwelling,  9  to  14  rooms 10.00 

Brick,  stone  or  pebble  dash  dwelling,  8  rooms 11  .(K) 

Brick,  stone  or  pebble  dash  dwelling,  9  to  14  rooms 14.00 

Part  frame  and  part  brick  or  stone,  8  rooms   9.00 

Part  frame  and  part  brick  or  stone,  8  to  14  rooms 12 .  00 

Sewer  flush  tanks,  20c  per  thousand  gallons. 
Fire  hydrants,  $25.00  per  annum. 

An  order  will  be  issued  requiring  the  company  to  install  and  have 
completed  by  Septemlxjr  1st,  1922,  the  following  improvements  to  its 
plant  and  system: 

(a)  A  new  standpipe,  of  suitable  capacity,  at  a  central  point  in  its 
distribution  system. 
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(b)  Mains  of  either  4  or  6  inches  in  size,  as  the  particular  street 
requires,  in  all  of  the  streets  of  Audubon,  Oaklyn  and  Barrington, 
which  are  now  provided  with  pipes  of  %,  1  or  1 14  inches  in  size. 

(c)  Eeinforcement  of  the  distribution  system  in  the  southern  part 
of  Haddon  Heights,  namely,  on  High  Street,  from  3d  to  4th  Avenues, 
and  on  4th  Avenue  southward  to  connect  to  the  line  in  Clement's 
Bridge  Eoad,  a  total  of  about  900  feet. 

(d)  Completion  of  the  distribution  system  in  Barrington  as  re- 
quested by  the  municipal  authorities;  the  extent  to  which  this  is 
necessary  is,  in  the  opinion  of  the  Board,  best  indicated  by  the  re- 
quirements of  the  contract  entered  into  between  the  water  company  and 
the  Commissioners  of  Fire  District  Xo.  1,  of  Center  Township,  Cam- 
den County,  in  1915. 

(e)  The  extension  of  the  mains  in  9th  Avenue,  Haddon  Heights,  to 
connect  up  with  the  mains  in  Barrington. 

(f )  The  installation  of  hydrants  along  the  new  mains  in  accordance 
with  requirements  for  proper  fire  protection,  dependent,  however,  upon 
the  receipt  of  the  application  therefor  by  the  company  from  the  proper 
municipal  authorities. 

(g)  The  company  must  also  take  steps  without  delay  which  will 
lead  to  the  development  of  a  new  supply  of  water  in  order  to  carry 
out  the  requirements  of  the  State  Board  of  Health  in  this  respect  and 
to  put  its  system  on  such  a  basis  as  will  enable  it  to  supply  the  quan- 
tities of  water  required  by  the  communities  which  it  is  authorized  to 
serve. 

The  Board  will  retain  jurisdiction  of  these  matters  for  the  purpose 
of  assuring  the  carrying  out  of  the  above  conclusions  regarding  the  im- 
provements in  and  extensions  of  mains,  and  reducing  the  rates  herein 
allowed  if  such  improvements  and  extensions  are  not  made  prior  to 
September  1,  1922. 

Dated  December  28th,  1921. 

ORDER. 

This  case  being  at  issue  upon  complaints  and  answers  on  file  and 
having  been  duly  heard  and  submitted  by  the  parties,  and  full  investi- 
gation of  the  matters  and  things  involved  having  been  had,  and  the 


Digitized  byCjOOQlC 


404       Reports  of  Board  of  Public  Utility  Commissioxeks. 

New  Jersey  Water  Service  Co. — IncreaHed  Rates. 

Board  having,  on  the  date  hereof,  made  and  filed  a  report  containing 
its  findings  of  fact  and  conclusions  thereon,  which  said  report  is  here}>v 
referred  to  and  made  a  part  hereof,  the  Board  of  Public  Utility  Com- 
missioners finds  and  determines  that  the  New  Jersey  Water  Service 
Company  does  not  furnish  safe,  adequate  and  proper  service,  and 

Hereby  Orders  and  Directs  the  said  New  Jersey  Water  Service  Com- 
pany to  file  with  the  Board,  not  later  than  March  1st,  1922,  plans  pro- 
viding for  the  following  improvements  to  its  plant  and  system : 

(a)  A  new  standpipe  of  suitable  capacity  at  a  central  point  in  its 
distribution  system. 

(b)  Mains  of  either  4  or  6  inches  in  size,  as  the  particular  street 
requires,  in  all  of  the  streets  of  Audubon,  Oaklyn  and  Barrington 
which  are  now  provided  with  pipes  of  %,  1  or  1^4  inches  in  size. 

(c)  Completion  of  the  distribution  system  in  Barrington  a.<  re- 
quested by  the  municipal  authorities,  the  extent  to  which  this  is  neces- 
sary is,  in  the  opinion  of  the  Board,  best  indicated  by  the  requirements 
of  the  contract  entered  into  between  the  water  company  and  the  Com- 
missioner of  Fire  District  No.  1,  of  Center  Township,  Camden  County, 
in  1915. 

(d)  Reinforcement  of  the  distribution  system  in  the  southern  part 
of  Haddon  Heights,  namely,  on  High  Street,  from  3d  to  4th  Avenues, 
and  on  4th  Avenue  southward  to  connect  to  the  line  in  Clement's 
Bridge  Road,  a  total  of  about  900  feet. 

(e)  The  extension  of  the  mains  in  9th  Avenue,  Haddon  Heights, 
to  connect  up  with  the  mains  in  Barrington. 

(f)  The  installation  of  hydrants  along  the  new  mains  in  accord- 
ance with  requirements  for  proper  fire  protection,  dependent,  however, 
upon  the  receipt  of  the  application  therefor,  by  the  company,  from 
the  proper  municipal  authorities. 

(g)  The  development  of  a  new  supply  of  water  in  order  to  carry 
out  the  requirements  of  the  State  Board  of  Health  in  this  respect 
and  to  put  its  system  on  such  a  basis  as  will  enable  it  to  supply  the 
quality  and  quantities  of  water  required  by  the  communities  which  it 
is  authorized  to  serve. 

This  order  shall  become  effective  January  20th,  1922. 
Dated  December  28th,  1921. 
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No.  958. 

Ix  THE  Matter  of  the  Modification  of  the  Electric  Power 
Rates  of   Public   Service  Electric  Company. 

1.  On  February  27th,  1918,  the  P»oard  authorized  the  I*ubUc  Service 
Electric  Company  to  file  amended  tariflfs  providing  for  a  war  surcharge  of 
twenty-five  per  cent,  to  each  bill  of  its  wholesale  and  kilowatt-year  cus- 
tomers and  each  bill  of  its  retail  power  customers.  The  same  surcharge 
was  allowed  on  schedules  for  break-down  service,  the  refrigerator  rate  and 
elevator  rate.  A  coal  clause  providing  for  additional  charges  dependent 
upon  the  prices  of  coal  beyond  a  certain  minimum  was  also  authorized. 

2.  The  charges  authorized  were  designed  to  provide  revenue  to  enable  the 
company  to  pay  its  rentals,  dividends  of  eight  per  cent,  on  its  capital  stock 
and  to  appropriate  a  sufficient  sum  to  genenil  amortization. 

8.  On  July  30th,  1919,  the  Board  abrogated  the  surcharge  as  it  aflfected 
customers  supplied  under  the  uniform  power  and  the  elevator  rates. 

4.  It  now  being  apparent  that  the  company  is  earning  enough  without 
the  surcharge  to  pay  its  rentals,  dividends  of  eight  per  cent,  on  capital 
stock  to  appropriate  an  ample  amount  for  amortization  of  fixed  capital  as 
well  as  a  substantial  surplus  the  Board  is  of  the  opinion  that  with  the 
entire  abrogation  of  the  twenty  five  per  cent,  surcharge  the  company  will 
have  a  sufficient  net  income  to  assure  the  continuance  of  safe,  adequate 
and  proper  service,  and  to  enable  it  to  market  its  securities  and  finance  the 
necessary  extension  required  by  the  growth  of  its  busines.?. 

Edmund  W.  Wahelee,  L.  D,  H.  Gilmour  and  E,  A,  Armstrong,  for 
the  Company. 

W.  (},  Stanton  by  0,  C.  Hull  en.,  for  Jersey  City  Chamber  of  Com- 
merce. 

Edward  T,  Moore  and  E.  A.  Van  Clive,  for  Crucil)le  Steel  Company 
of  America. 

A,  M,  Torrey,  for  Xew  Jer^^ey  Industrial  Council. 

George  B,  Evans,  for  Burlington  County  Transit  C^o. 

On  February  27th,  1918,  after  hearing  "In  the  Matter  of  the  Peti- 
tion of  the  Public  KServiee  Electric  Company  for  Increase  in  Electric 
Power  Rates,"  the  Board,  by  its  report,  dismissed  the  petition  as  filed, 
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and  the  rates  proposed  thereunder  were  suspended  with  leave  to  the 
company  to  file  amended  tariffs,  providing  for  a  war  surcharge  of 
twenty-five  per  cent,  to  each  bill  of  the  wholesale  power  and  kilowatt- 
year  customers,  as  well  as  a  surcharge  of  twenty-five  per  cent,  to  each 
bill  of  retail  power  customers  "on  the  part  thereof  arising  on  account 
of  all  current,  except  that  paid  for  at  the  ten-cent  step."  The  same 
surcharge  was  allowed  on  schedules  for  break-down  service  on  the  re- 
frigerator rate  and  elevator  rate.  The  Board  also  approved  a  coal 
clause  supplementary  to  the  application  of  the  above  surcharge,  similar 
to  that  proposed  by  the  company,  but  in  which  the  price  of  coal  at 
which  the  first  addition  to  the  charge  for  current  consumed  was  to  be 
made  was  not  less  than  $5.50  per  gross  ton  and  in  which  the  first 
deduction  in  the  charges  to  be  made  was  not  less  than  $5.00  per  gross 
ton,  the  coal  clause  to  apply  to  the  current  consumed  by  the  wholesale 
power  and  kilowatt-year  customers  and  to  the  current  consumed  by 
the  retail  power  customers  except  that  paid  for  at  the  ten-cent  rate. 
This  permission  was  granted  on  the  following  understanding : 

"Acceptance  by  the  company  of  the  increases  herein  allowed 
will  be  taken  as  a  stipulation  that  abrogation  or  modification  of 
the  war  surcharge  including  coal  clause  allowances  may  be  made 
as  and  if  conditions  as  indicated  by  operating  results  warrant." 
The  Board  required  the  company  to  file  reports  showing  the  operat- 
ing results  during  each  month  under  tlie  surcharge  and  tliose  for  the 
corresponding  month  of  the  preceding  year.    After  reports  for  twelve 
months  had  been  submitted,  it  became  quite  evident  that  the  company 
was  earning  more  than  it  was  contemplated  would  be  earned  at  the 
time  the  surcharge  was  allowed.     Accordingly,  the  Board,  on  its  own 
initiative,  called  a  hearing  on  May  22d,  1919,  to  ascertain  to  what 
extent,  modification  or  abrogation  of  the  surcharge  theretofore  allowed 
should  1)6  made  by  reason  of  the  operating  results.     In  its  report  of 
July  30th,  1919,  in  this  matter,  the  Board  found  and  concluded : 

"That  it  will  abi'ogate  the  surcharge  heretofore  allowed  in 
so  far  as  it  affects  the  customers  supplied  under  the  uniform 
retail  power  and  the  elevator  rates. 

"That  in  all  other  respects  the  Board's  report  of  Februar}- 
27th,  1918,  shall  be  and  remain  in  effect." 
In  that  report  reference  is  made  to  the  company's  estimate  for  the 
year  1919,  which  indicated  that  with  the  continuance  of  the  entire 
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surcharge  and  coal  clause,  the  company  would  earn  in  that  year  over 
and  above  the  amount  for  depreciation  claimed  by  it  as  necessary  and 
the  usual  eight  per  cent,  dividend  on  its  capital  stock,  a  surplus  of 
$750,000.  The  Board's  report  further  stated  that  an  analysis  of  the 
monthly  statements  showing  actual  results  of  operation  for  the  first 
six  months  of  11)19  indicated  that  the  surplus  might  exceed  this 
amount. 

Tlie  actual  results  for  the  entire  twelve  months  of  1919,  with  ahro- 
gation  of  the  surcharge  from  the  uniform  retail  power  and  elevator 
rates,  effective  on  Septeml)er  1st,  show  that  this  surplus  was  a  little 
over  $900,000,  and  in  the  year  1920,  the  company  earned  more  than 
$500,000  above  that  amount.  The  company's  surplus,  howe\'er,  was 
not  increased  by  these  amounts,  two-thirds  of  the  surplus  earned  in 
1919  being  used  to  increase  the  rate  of  dividends  on  its  capital  stock 
from  eight  to  ten  per  cent.,  and  almost  all  of  that  for  1920  being  dis- 
tributed in  dividends,  in  which  year  the  rate  was  twelve  per  cent.  The 
monthly  reports  filed  by  the  company  during  the  early  part  of  1921, 
indicating  that  the  earnings  for  the  current  year  will  exceed  those 
for  1920,  the  Board  again,  on  its  oVn  initiative,  called  a  hearing  on 
August  3d,  1921,  in  the  matter  of  the  continuance  of  the  twenty-five 
per  cent,  surcharge  to  the  bills  of  its  wholesale  power  and  kilowatt- 
year  customers,  and  to  bills  for  refrigerator  and  break-down  service, 
and  the  continuance  of  the  coal  clause  by  Public  Service  Electric  Com- 
pany. A  number  of  hearings  in  the  matter  were  held,  the  final  one 
being  on  January  4th,  1922. 

In  Exhibit  E-16,  submitted  by  the  company,  are  shown  the  actual 
operating  results  for  the  twelve  months  ending  August  31st,  1921,  and 
for  the  corresponding  period  of  the  preceding  year,  and  in  Exhibit 
K-11,  is  given  the  total  amount  of  the  surcharge  revenue  for  the  year 
ending  August  31st,  1921,  namely,  $952,859.05.  In  the  first  of  these 
two  exhibits  the  net  income  for  1921  is  shown  to  be  $920,613.33 
greater  than  in  1920,  an  increase  about  equal  in  amount  to  the  entire 
surcharge  revenue  for  the  perio<l. 

The  company  has  now  filed  reports  of  operations  for  lx)th  Octoljer 
and  Xovember,  1921,  so  that  the  actual  results  for  eleven  months  of 
the  current  year  are  now  before  the  Board.  The  company  has  also 
filed  a  statement  gi^ing  the  amount  of  revenue  from  the  surcharge 
during  each  of  the  three  months  subsequent  to  August,  1921.    The 
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monthly  reports  show  that  during  tlie  eleven  months  of  the  current 
year  the  company  earned  over  and  above  its  operating  expenses  (ex- 
cluding general  amortization),  taxes  and  fixed  charges,  the  sum  of 
$6,022,852.71.  In  December,  1920,  the  company's  net  income,  omit- 
ting general  amortization,  was  $1,130,741.18,  and  inasmuch  as  during 
each  of  the  eleven  months  of  1921,  with  one  exception,  the  net  income 
was  greater  than  that  of  the  corresponding  month  of  1920,  the  increase 
for  October  being  approximately  $150,000  and  more  than  $200,000  in 
November,  it  would  appear  entirely  reasonable  to  assume  that  the  net 
income  for  December,  1921,  will  be  at  least  $1,000,000,  making  $7,000,- 
000  as  the  amount  available  for  amortization,  dividends  and  surplus 
during  the  entire  twelve  months  of  the  year.  On  the  basis  of  the 
monthly  reports  the  total  charges  for  general  amortization  for  1921 
are  estimated  to  be  approximately  $2,700,000,  which  would  leave  as 
the  amount  available  for  dividends  and  surplus  $4,300,000,  or  $1,500,- 
000  more  than  the  amount  the  company  thought  it  necessary  to  earn 
at  the  time  it  made  application  for  permission  to  impose  a  surcharge. 

From  the  exhibits  and  statements  filed  by  the  company  it  is  ascer- 
tained that  the  amount  of  the  surcharge  revenue  for  the  twelve  months 
ending  November  30th,  1921,  was  not  quite  $875,000.  For  the  twelve 
months  of  1921  it  will  prol>ably  not  exceed  this  figure,  inasmuch  as 
during  each  of  the  past  three  months  the  surcharge  revenue  was  less 
than  in  the  corresponding  month  of  1920. 

In  the  company's  application  made  in  the  early  part  of  1918  for 
permission  to  impose  a  war  surcliarge,  it  sought,  as  above  indicated,  to 
increase  thereby  its  revenue  sufficiently  to  enable  it  to  earn  over  and 
above  its  operating  expenses,  including  an  allowance  for  general  amor- 
tization according  to  its  regular  rule,  taxes  and  fixed  charges  a  sum 
equivalent  to  eight  per  cent,  on  $30,000,000  capital  stock  and  a  sur- 
plus in  addition  thereto  of  $400,000.  Since  that  time  the  company 
has  not  issued  any  additional  capitfll  stock,  but  in  Exhibit  R-15  it  is 
stated  that  on  December  31st,  1920,  it  was  entitled  to  issue  $5,700,000 
stock  for  uncapitalized  construction  expenditures,  ])y  reason  wliereof 
the  company  asserts  that  a  greater  return  should  be  allowed  it  in  1921 
than  in  1918. 

In  Exhibit  R-21,  which  is  a  copy  of  the  company's  balance  sheet  as 
of  August  31st,  1921,  the  total  amount  of  fixed  capital  on  that  date 
is  shown  to  be  $40,813,124.98,  which  is  an  increase  over  January  1st, 
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1918,  of  $11,528,128.15.  Of  the  latter  amount,  $3,000,000  is  covered 
by  an  issue  of  capital  stock  in  1918  forming  part  of  tlie  $30,000,000 
now  outstanding,  and  $2,750,726.32  by  the  increase  in  the  amount  of 
outstanding  funded  debt,  leaving  $5,777,401.83  of  the  additions  and 
betterments  not  yet  capitalized.  During  the  same  period,  however, 
the  company's  reserve  for  accrued  amortization  of  capital  increased 
from  $2,199,865.07  to  $9,725,347.93.  which  increase  is  considerably 
more  than  enough  to  cover  all  of  the  uncapitalized  plant  expenditures. 
For  the  purposes  of  the  present  case,  therefore,  the  Board  believes 
that  th  uncapitalized  expenditures  made  by  the  company  need  not  be 
considered. 

In  its  report  in  this  matter,  dated  February  27th,  1918,  the  Board 
stated : 

"All  things  considered,  we  are  of  the  opinion  that  an  increase 
of  $1,000,000  will  enable  the  company  in  1918  to  pay  its  rentals, 
to  pay  dividends  of  eight  per  cent,  on  its  capital  stock,  and  to 
appropriate  to  general  amortization  a  suflficient  sum  under  pres- 
ent conditions,  even  if  the  conditions  throughout  the  year  prove 
to  be  as  unfavorable  as  the  estimated  of  the  company  indicate.'' 
Having  allowed  the  surcharge  for  this  reason,  and  it  now  being  ap- 
parent from  the  record  that  the  company  is  at  the  present  time  earning 
enough  without  the  surcharge  to  pay  its  rentals,  to  pay  dividends  of 
eight  per  cent,  on  its  capital  stock,  to  appropriate  an  ample  amount 
for  amortization  of  fixed  capital,  as  well  as  a  substantial  surplus,  the 
Board  is  of  the  opinion  that  with  the  entire  abrogation  of  the  existing 
twenty-five  per  cent,  surcharge  to  power  bills  the  company  will  still 
have  a  sufficient  net  income  to  assure  the  continuance  of  safe,  proper 
and  adequate  service,  and  to  enable  it  to  market  its  securities  and 
thereby  finance  the  necessary  extensions  required  by  the  growth  of 
its  business. 

The  Board  therefore  finds  and  determines: 

That  it  will  abrogate  all  remaining  twenty-five  per  cent,  surcharges 
heretofore  allowed,  it  having  heretofore,  in  its  report  dated  July  30th, 

1919,  abrogated  the  surcharge  so  far  as  it  affects  the  customers  sup- 
plied under  the  uniform  retail  power  rate  and  the  elevator  rate.  The 
abrogation  of  the  war  surcharge  on  bills  of  the  remaining  power  cus- 
tomers will  become  effective  with  bills  for  the  next  month's  sales 
after  the  date  hereof. 
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That  in  all  other  respects  the  Boanrs  report  of  February  27th,  1918, 
shall  be  and  remain  in  effect. 

An  order  will  issue,  modifying  the  tariffs  filed  pursuant  to  the 
Board's  report  of  February  27th,  1918,  to  conform  to  the  above  deter- 
mination. 

Dated  January  4th,  1922. 

OEDER. 

The  Board  of  Public  Utility  Commissioners,  having  on  January 
■1th,  1922,  made  and  filed  a  report  stating  its  findings  of  fact  and  con- 
clusions thereon,  which  report  by  reference  thereto  herein  is  made 
part  hereof. 

Hereby  orders  tariffs  which  were  filed  with  this  Board  pursuant 
to  its  report  dated  February  27tli,  1918,  "In  the  Matter  of  the  Petition 
of  the  Public  Service  Electric  Company  for  Increase  in  Electric  Power 
Rates,''  be  amended  so  that  the  surcharge  of  twenty-five  per  cent. 
(25%)  be  entirely  eliminated  therefrom,  and  that  in  all  other  respects 
the  Board's  report  of  February  27th,  1918,  shall  be  and  remain  in 
effect. 

These  amendments  to  the  tariffs  required  by  this  order  shall  become 
effective  with  the  bills  for  the  next  month's  sales  after  the  date  hereof. 

Dated  January  4th,  1922. 


No.  959. 

In  the  Matter  of  the  Applicatiox  of  the  Borough  of  East 
Paterson  for  Ciiaxge  of  Xame  of  Station  ox  Xew  York, 
Susquehaxxa  &  Western  Railroad  From  Duxdee  Lake  to 
East  Paterson. 

Application  to  change  the  name  of  a  station  iR  denied  where  the  evidence 
shows  that  more  confusion  and  inconvenience  would  exist  if  the  change  is 
made. 
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G.  R.  James,  for  the  Xew  York,  Susquehanna  &  Western  Railroad. 
J.  W.  DeYoe,  for  the  Borough  of  East  Paterson. 

The  chief  ground  relied  upon  by  the  applicant  in  support  of  its 
petition  was  that  considerable  confusion  existed  in  the  minds  of  sliip- 
pers  as  to  the  identity  of  Dundee  Lake  with  Dundee,  another  station, 
several  miles  away.  The  borough  requests  that  the  Railroad  Company 
be  compelled  to  change  the  name  of  the  station  in  East  Paterson,  wliieh 
is  known  as  Dundee  Lake,  to  East  Paterson.  It  appears  that  the  Bor- 
ough was  formerly  known  by  the  name  of  Dundee  Lake  and  recently 
changed  its  name  to  that  of  East  Paterson.  The  Railroad  Com- 
pany did  not,  however,  change  the  name  of  the  station. 

Evidence  was  presented  to  show  the  confusion  that  existed  in  con- 
nection with  shipments  and  several  witnesses  testified  that  shipments 
intended  for  them  had  been  sent  by  the  shippers  to  Dundee. 

On  the  other  hand,  the  Railroad  Company's  evidence  tended  to  show 
that  there  would  be  at  least  as  great  confusion  if  the  name  of  the 
station  were  changed  to  East  Paterson  l>ecause  shippers  would  assume 
that  East  Paterson  was  a  part  of  the  City  of  Paterson  and  would 
accordingly  send  their  sliipments  to  Paterson.  As  a  matter  of  fact, 
East  Paterson  is  several  miles  away  from  Paterson  and  in  another 
county.  The  railroad  Company  also  showed  that  it  would  be  a  matter 
of  considerable  inconvenience  in  cases  where  shipments  were  sent  by 
mistake  to  Paterson  instead  of  East  Paterson  to  forward  such  ship- 
ments to  East  Paterson.  The  movements  l>ack  and  forth  over  the 
main  line,  which  are  congested  through  the  City  of  Paterson,  in  order 
to  make  the  necessary  connections  for  East  Paterson,  were  testified  to 
and  a  map  presented  as  an  exhibit  was  filed  in  the  case. 

Tlie  Board  is  of  the  opinion  under  all  the  evidence  that  more  con- 
fusion and  inconvenience  both  to  shippers  and  consignees  and  to  the 
Railroad  Company  would  he  likely  to  exist  if  the  change  of  name 
prayed  for  by  the  applicant  were  directed.  It  will  accordingly  deny 
the  application. 

Dated  January  26th,  1922. 
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No.  960. 

In  the  Matter  of  Filing  by  Somerville  Water  Company  of  an 
Increased  Water  Rate  Schedule. 

1.  In  applying  for  approval  of  increased  rates  a  water  company  estimates 
the  value  new  of  its  property  at  present  day  prices  as  $415 J24.  The  amounr 
of  $106,016  is  deducted  for  accrued  depreciation,  leavinsr  a  present  value 
of  $308,808.  Tlie  value  new  based  on  pre-war  prices  for  property  acquired 
prior  to  lOlC  plus  additions  since  at  the  actual  prices  paid  therefor  is 
$315,007.  From  this  $20^00  is  deducted  because  of  a  thirty-inch  main 
for  which  it  is  conceded  a  twenty-inch  main  might  be  substituted,  leaving 
$286,507. 

2.  If  to  the  pre-war  value  allowances  should  be  added  for  structural  over- 
heads, going  value  and  appreciation  in  consideration  of  excess  of  present  day 
prir^es  over  pre-war  prices  and  deduction  made  for  accrued  depreciation,  the 
total  value  of  the  property  would  not  be  less  than  the  $308,808  claimed  by 

•  the  company  as  present  value.     This  is  accepted  as  the  base  on  which  rates 
should  be  allowed. 

3.  The  Board  does  not  accept  the  company's  contention  that  an  eight  per 
c^nt.  return  should  be  allowed.  If  a  company  has  a  long  record  of  eflScient 
operation,  during  which  it  has  earned  eight  per  cent,  or  mere  upon  the 
property  devoted  to  the  public  service  the  Board  is  inclined  to  allow  a  higher 
rate  of  return  than  to  a  company  whose  history  shows  it  has  been  rarely 
able  to  earn  an  eight  per  cent,  return  under  rates  fixed  by  itself  and  admit- 
tedly satisfactory  to  it. 

4.  The  Board  does  not  construe  the  statute  under  which  it  has  been 
created  or  the  decisions  of  the  courts  to  impose  the  duty  of  fixing  a  uni- 
form rate  of  return  for  all  utilities.  To  do  so  would  be  in  a  sense  a  discrimi- 
nation against  the  utility  which  has  been  efficiently  managed  and  operated 
and  would  reward  beyond  its  deserts  the  poorly  managed  utility  or  one  less 
fortunately  situated  with  respect  to  the  size  of  the  community  it  serves  and 
the  growth  and  development  of  its  businesH. 

5.  Taking  into  consideration  the  recent  history  of  the  company,  the  Board 
holds  that  the  rate  of  return  the  company  should  be  permitted  to  earn  upon 
the  valuation  accepted  should  be  slightly  in  excess  of  seven  per  cent. 

6.  Customers  of  the  following  classes  should  be  discontinued  as  flat  rate 
customers  and  served  through  meters:  barber  shops,  bake  shops,  butcher 
shops,  drug  stores  provide<l  with  soda  fountains,  any  store  having  use  for 
water  other  than  for  ordinary  toilet  facilities  for  private  use,  churches, 
public  buildings  and  water  motors 

7.  A  schedule  of  rates  is  authorized  which  is  estimated  will  yield  the  re- 
turn indicated  and  permit  of  reasonable  enlargements  and  extensions. 

Hugh  K,  Gaston-  and  Foster  M.  Voorhees,  for  the  Petitioner. 
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F.  A.  McCidlough  and  Josiah  Stryhcr  (of  Lindabury,  Depue  & 
Faulks),  for  Somerville. 

Frank  L.  Cleanj,  for  Earitan. 

The  increased  rates  which  are  scheduled  in  tliis  application  were 
filed  on  July  2d,  1921,  to  become  effective  on  September  Ist,  1921. 
Hearings  were  held  on  October  6th,  October  27th  and  November  9th, 
1921. 

The  following  tabulation  shows  the  present  and  proposed  rates  of 
the  petitioner: 

Flat  rates  per  year 
Presen  I        Proposed 

Kitchen  sink    $«.00  ?9.00 

Faucets    in    other    rooms    (Present    schedule    states    this 

charge  will  not  be  made  where  there  is  a  charge  for 

bath  or  closet)    2.00  3.00 

Water  closet    ! . .    .       4.00  6.00 

Each  additional   water  closet    2.00  3.00 

One  bath   tub    4.00  0.00 

Bath  tub  and  water  closet    7.00  10.00 

Each  additional   tub    2.00  3.00 

One  set  of  wash  tubs,  not  exceeding  three 3.00 

Each  addtional  set  of  tubs 2.00 

I^a^^Ti    sprinkler    or    other    hose    connections    outside    of 

building     6,0(J 

Lawn  sprinkler  in  connection  with  kitchen  use   4.00  

T>awn   sprinkler  without  kitchen   use    8.00  

Private   garages    5.0(J 

Private  stables  not  exceeding  two  horses   5.00  7.50 

Each   additional   horse    1.00  3.00 

Barber  shops  and  bake  shops   S.OO  12.00 

Drug    stores     8.00  10.00 

Same  rates 

Churches  and  public  buildings   Special     as  private 

houses 
Same  rates 
Public    schools,    hospitals,    public   fountains,    fire   depart-  as  private 

ments  and  street  sprinkling  in  Somerville   Free     houses 

Water  motor  for  churches   Special  37. 50 

Fire  hydrants,  public  and  private   15.00  30.00 

Sewer  flush  tanks    12.00  18.00 

Urinal  self-acting  drip    4 .00  .... 

Stores,  for  basin  and  sprinkling  floors   4.00  .... 

Slaughter  houses    15.00  .... 

Livery  stables   25.00  
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PRESENT  METEB  RATES  PER  1,000  Cl'BIC  FEET. 

5,000  cubic  feet  or  less  per  month   ^1 .50 

(Corresponds  to  15,0(K5  cti.  ft.  per  quarter.) 
Over  5,000  cubic  feet  and  less  than  10,000  cubic  feet  per  month 1.35 

((  orresponds  to  15,000  to  30,000  per  quarter.) 
Over  10,000  cu.  ft.  end  less  than  15^)0  cubic  feet  per  month 1.20 

(Corresponds  to  30,000  to  45,000  per  quarter.) 
Over  15,000  cu.  ft.  and  less  than  20,000  cu.  ft.  i>or  mouth 1.12 

(Coriesponds  to  45,(XK)  to  60,000  per  quarter.) 

Over  20,000  cu.  ft.  and  all  in  excess 75 

(Corresponds  to  60,000  and  over  cubic  feet  per  quarter.) 

PROPOSED   MfrrrER   RATES   PER  1,000   CtBlC  FEET. 

First  6,000  cubic  feet  per  quarter $2.25 

Next  6,000  cubic  feet  per  quarter  2.0(» 

Next  6,000  cubic  feet  per  quarter   1 .  75 

Next  6,000  cubic  feet  per  quarter  1 .50 

All  over  24,000  cubic  feet  per  quarter  1 .25 

Minimum  rate,  $2.50  per  quarter.  Discount  of  10  per  cent,  will  be  allowed 
on  all  bills  for  metered  \\ater  if  same  is  paid  within  ten  days  of  date  of  mailing 
or  presentation. 

Tlie  above  rate  is  to  be  applied  to  each  installation  or  plant.  The  coasumi>- 
tioi)  of  water  by  the  same  consumers  in  different  plants  or  localities  will  not 
be  combined. 

The  rate  schedule  as  given  in  the  petitioner's  annual  report  states 
also  as  follows: 

"The  following  rebates  on  metered  bills  will  be  allowed,  pro- 
vided such  bills  are  paid  on  or  before  the  10th  day  of  the  month, 
as  noted  on  the  bill,  but  no  rebate  will  be  allowed  in  case  the 
consumer  is  in  arrears  for  previous  bill. 

"On  bills  amounting  to  not  less  than  five  dollars  and  not 
more  than  twenty-five  dollars  in  any  one  month,  a  rebate  of 
five  per  cent,  for  such  month,  and  on  all  bills  amounting  to 
more  than  twenty-five  dollars  in  any  one  month  a  rebate  of 
ten  per  cent,  for  such  month." 
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DESCRIPTION  AND  VALUE  OF   PROPERTY   USED  AND   tJSEFUL  FOR  WATER 

SERVICE. 

The  petitioner's  plant  is  located  in  Raritan  Township,  and  the 
company  secures  its  water  supply  from  the  Raritan  River,  water  being 
then  filtered  and  pumped  to  a  standpipe  located  immediately  adjacent 
to  its  plant,  from  which  point  the  water  is  then  distributed.  Except- 
ing in  periods  of  low  water,  water  power  is  available  for  pumping,  so 
that  the  operation  of  this  company  requires  the  use  of  steam  power 
for  a  part  of  the  year  only. 

The  sale  of  water  was  first  commenced  in  the  year  1882,  and  the 
company  has  experienced  a  gradual  growth  since  that  time.  The 
company's  annual  reports  state  that  the  present  rates  charged  for 
domestic  service  have  been  in  effect  since  1906,  and  Exhibit  I  for 
Somerville  shows  that  the  rates  for  fire  hydrants  have  been  in  effect 
since  1911.  At  that  time  a  contract  was  entered  into  between  the 
petitioner  and  the  Borough  of  Somerville,  in  which  the  company's 
rates  for  fire  service  were  fixed  for  the  following  ten  years,  and  the 
contract  also  specified  that  the  rates  for  domestic  service  then  in  effect 
should  continue.  As  may  be  noted  from  the  dates  given  above,  the 
present  domestic  rates  have  been  practically  unchanged  in  the  past 
sixteen  years,  and  the  rates  for  fire  service  for  the  past  eleven  years. 

Three  appraisals  were  submitted  by  the  petitioner's  engineer,  giving 
the  value  of  the  company's  property  on  different  bases,  the  inventorv' 
apparently  being  taken  as  of  December  31st,  1920.  The  first  appraisal 
submitted  as  Exhibit  P-2  gave  the  valuation  of  the  property  based  on 
prices  somewhat  less  than  those  prevailing  as  of  May  31st,  1921,  with 
depreciation  deducted.  Exhibit  P-5  gives  the  value  new  of  property 
on  the  basis  of  pre-war  prices  (no  depreciation  deducted).  Exhibit 
P-6  gives  the  valuation  of  the  property  new  with  prices  prevailing  as 
of  October  21st,  1921  (no  depreciation  deducted),  which  valuation  is 
approximately  thirteen  per  cent,  less  than  that  given  in  Exhibit  P-2. 
Exhibit  P-7  gives  the  same  value  new  as  in  Exhibit  P-6,  with  de- 
preciation deducted.  Testimony  was  offered  by  the  petitioner's  ex- 
pert that  he  would  find  the  present  value  on  the  pre-war  basis  by  de- 
ducting the  same  percentage  of  accrued  depreciation  as  computed  in 
the  other  two  appraisals. 
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In  connection  with  plans  for  developing  the  Raritan  River  to  secure 
a  larger  supply  of  water  for  the  Elizabethtown  Water  Company,  a 
thirty-six-inch  line  was  constructed  in  parts  of  Raritan  and  Somer- 
ville, but  these  plans  were  not  completed,  due  to  litigation.  According 
to  present  plans,  a  supply  of  water  is  to  be  obtained  at  the  confluence 
of  the  Raritan  and  Millstone  Rivers,  and  the  title  for  part  of  the  real 
estate  required  at  this  site  now  stands  in  the  name  of  tlie  Somerville 
Water  Company,  and  is  represented  on  the  asset  side  of  the  company's 
books  as  an  investment  and  on  the  liability  side  as  notes  payable. 

The  thirty-six-inch  main  just  referred  to  now  forms  an  integral  part 
of  the  Somerville  Water  Company's  system,  but  it  was  conceded  by 
the  petitioner  that  this  main  is  larger  than  is  necessary  for  the  supply 
of  Somerville,  and  that  a  twenty-inch  main  might  l>e  substituted  there- 
for. We  cannot  agree  with  the  contention  of  the  City  of  Somerville 
that  because  there  is  a  larger  main  (whether  it  be  a  36-inch  or  a  20- 
inch  transmission  main ) ,  that  the  ten-inch  main  which  formerly  senecl 
as  the  only  transmission  main  is  unnecessar}'.  This  main  serves  use- 
ful purposes.  As  is  well  known,  Fire  Underwriters  advise  duplicate 
transmission  mains,  preferably  installed  along  different  routes,  so  that 
in  case  of  accident  to  one  there  may  be  another  source  of  supply,  and 
in  order  that  there  may  be  a  better  circulation  of  water  and  a  more 
uniform  pressure.  We  shall  allow  to  the  company,  therefore,  the  value 
of  the  ten-inch  transmission  main  in  addition  to  a  main  of  twenty 
inches,  which  we  believe  would  be  of  sufficient  and  proper  size  for 
the  City  of  Somerville  with  its  prospective  needs  in  the  near  future, 
this  twenty-inch  main  to  be  substituted  for  the  purposes  of  this  case 
in  the  place  of  the  thirty-six-inch  main  now  installed. 

The  following  schedule  shows: 

First.  The  value  new  of  the  property  on  the  basis  of  prices  pre- 
vailing as  of  October  21st,  1921,  as  testified  to  by  the  petitioner's 
engineer,  Mr.  Mundy — that  is  to  say,  on  present-day  prices. 

Second.  The  value  new  based  on  pre-war  prices — ^as  estimated  in 
Exhibit  P-5 — for  the  property  acquired  prior  to  1916,  plus  additions 
since  that  time  at  the  actual  prices  paid  therefor  as  shown  in  the 
petitioner's  annual  reports. 
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A.  B. 

Oct.  21st,  1921. Value  new — Pre-war  to 

Appraisal  1016  plus  actual  cost 

Co.  Est.  to  Dec.  Slst,  1920, 

Value  new,  material,  labor  and  land .^458,789  $315,907 

Net  deduction  to  substitute  2()-inch  main 

for  36-inch  main    43,065  29,400 

Value  new  with  20-inch  main $415,724  $286,507 

Over-head  added  to  stnicture  and  equip- 

meirt    Xone 

Total  value  new,  with  present  da.v  prices,      $415,724 
Deduct  accrued  depreciation    106,916 

Present  value $308,808 

If  to  the  pre-war  value  shown  above  there  should  be  added  allow- 
ances for  structural  overheads,  going  value  and  something  for  appre- 
ciation of  property  in  consideration  of  the  excess  of  present-day  prices 
over  pre-war  prices,  and  deduction  made  for  accnied  depreciation,  the 
total  value  of  the  property  would  not  be  less  than  the  $308,808  testified 
to  by  the  company's  expert  as  the  depreciated  value  of  the  physical 
property  as  of  October  21st.  1021.  It  will  also  be  noted  that  in  the 
company's  appraisal  of  $308,808  no  claim  is  made  for  going  value, 
overheads  or  working  capital.  As  the  company's  brief,  however,  states 
that  it  is  satisfied  that  the  Board  should  take  this  estimate  of  the 
physical  value  of  the  property,  namely,  $308,808,  and  waives  any 
claim  for  intangibles  and  overlieads  in  this  case,  the  Board  accepts 
this  amount  as  the  base  upon  which  rates  shall  be  allowed. 

The  Board,  however,  does  not  agree  with  the  contention  of  the  com- 
pany that  an  eight  per  t\nt.  rate  of  return  should  ]>e  allowed  it.  There 
are  cases  in  which  the  Board  allows  an  eight  per  cent,  return,  but  those 
are  ca^es  in  which  special  circumstances  call  for  a  rate  of  that  amount. 
If,  for  instance,  a  company  has  a  long  record  of  efficient  operation 
during  which  it  has  earned  a  yield  of  eight  per  cent,  or  more  upon 
the  property  developed  to  the  public  service,  the  Board  is  inclined  to 
allow  such  company  a  higher  rate  than  it  will  ajlow  to  a  company 
whose  history  shows  that  it  has  rarely  been  able  to  earn  an  eight  per 
cent,  return  under  rates  fixed  by  itself  and  admittedly  satisfactory  to 
it.  So,  too,  it  must  not  be  supposed  that  because  the  Board  has  at 
some  time  or  other  seen  fit  to  establish  an  eight  per  cent.  Tate  of  re- 
27 
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turn  for  a  utility  which  theretofore  had  been  taking  from  the  public 
a  much  higher  rate  of  return,  such  decision  of  the  Board  is  to  be 
taken  as  a  precedent  by  another  utility,  which  is  not  earning  and 
rarely  has  earned  an  eight  per  cent,  return,  upon  which  to  make  a  claim 
that  it  shall  be  lifted  to  this  level  of  net  earnings.  We  do  not  con- 
strue either  the  statute  under  which  this  Board  has  been  created  or 
the  decisions  of  the  courts  to  impose  upon  us  the  duty  of  fixing  a 
uniform  rate  of  return  for  all  utilities.  To  do  so  would  be,  in  a  sense, 
a  discrimination  against  the  utility  which  has  been  efficiently  managed 
and  operated  and  would  reward  l>eyond  its  deserts  the  poorly  managed 
utility  or  one  less  fortunately  situated  with  respect  to  the  size  of  the 
community  which  it  serves  and  the  growth  and  development  of  it^ 
business.  To  place  the  latter  utility  on  a  par  with  the  former  would 
also  in  many  a  case  be  an  injustice  to  the  public  which  it  serves. 

Taking  into  consideration  the  recent  history  of  this  company,  we 
believe  that  the  rate  of  return  which  it  should  be  permitted  to  earn 
upon  the  valuation  which  we  have  accepted  for  that  purpose  is  approxi- 
mately the  same  rate  as  we  have  heretofore  allowed  in  other  ca^es, 
namely,  slightly  in  excess  of  seven  p<^r  cent.  We  might  add  that  in 
our  judgment  there  is  more  uniformity  of  demand  for  service  and  less 
hazard  in  the  case  of  water  companies  than  in  that  of  some  other 
public  utilities.  The  return  on  capital  used  and  useful  for  water  siij)- 
ply  purposes  is  accordingly  taken  as  $22,400.  In  making  this  allow- 
ance we  have  in  mind  the  present-day  cost  of  obtaining  capital. 

GENERAL    AMORTIZATION    AND    OTIIKR    OPERATING    EXPENSES. 

The  amount  estimated  in  Exiiibit  P-4  for  amortization  is  $6,323, 
which  amount  is  based  upon  the  values  e>timated  in  Exhibit  P-2, 
which  gives  the  value  of  the  property  on  a  higher  basis  of  prices  than 
those  accepted  by  the  Board  herein  as  representing  a  fair  value  of  the 
property.  If  this  amount  were  reduced  proportionately  with  the  value 
which  the  petitioner  now  relies  upon  and  which  the  Board  accepts,  this 
amount  would  be  considerably  less.  The  annual  charge  for  this  pur- 
pose as  made  by  the  company  during  the  past  few  years  has  been 
somewhat  higher  than  is  now  claimed  by  the  petitioner  as  being  nece^- 
sar}',  the  total  being  slightly  over  $8,000  for  eacli  of  the  years  from 
1918  to  1020,  inclusive.    The  value  new  of  structures  and  equipment. 
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corresponding  to  the  present  value  of  all  property  used  and  useful, 
amounting  to  $303,800  is  slightly  in  excess  of  $400,000,  on  which 
amount  the  Board  will  allow  a  charge  for  general  amortization  of 
approximately  one  and  one-half  per  cent,  of  the  value  new,  or  $6,000. 

The  operating  expenses,  excluding  a  charge  for  general  amortization 
for  the  years  1918  to  1920  and  the  amount  estimated  for  the  twelve 
months  following  the  application  of  the  new  rates  as  derived  from  • 
Exhibit  P-3,  are  as  follows: 

1918  $23,l.Sli.78 

1019  2($je7.r2 

1920  27,520.10 

Under  proposed  rates 27,814.00 

Inasmuch  as  the  pumping  plant  of  the  Somerville  Water  Company 
is  operated  in  part  by  water  power  and  part  by  steam  pumps,  the 
future  cost  of  fuel  is  a  rather  uncertain  item.  During  the  year  1921. 
the  cost  of  fuel  per  ton  has  been  considerably  less  than  for  the  year 
1920.  The  petitioner's  engineer  stated,  however,  that  due  to  the  con- 
tinued dry  weather  during  the  year  1921,  the  necessity  for  the  use 
of  coal  had  been  increased  and  would  approximately,  in  his  opinion, 
equal  the  same  total  expenditure  as  for  the  year  1920.  An  exception- 
ally dry  year  should  hardly  be  taken  as  a  basis  for  this  estimate,  nor 
the  total  expenditure  during  a  year  of  abnormally  high  cost.  It  is  con- 
sidered that  a  fair  allowance  would  be  made  for  all  operating  expenses 
if  the  total  (excluding  general  amortization)  is  taken  at  an  amount  of 
$27,100. 

REVENUE   REQUIRED. 

The  total  revenue  required  on  the  basis  as  indicated  above,  tlierefore,  will 
be  as  follows: 

Return  on   capital    $22,400 

General  amortization 6.000 

Other  operating  revenue  deductions  27.100 


Total   .$5r),r»00 

The  amount  of  revenue  estimated  to  be  received  with  the  proposed  new  rates 
as  given  in  Exhibit  P-3,  is  as  follows : 

Metered   private  service    $^.250 

Unmetered    private   service    47,151 

Municipal  service   f>,342 

Additional  from  new  consumers  (either  metered  or  unmetered) 1,500 

Miscellaneous  private  service    00 


Total    $02.30H 
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The  revenue  required  as  found  above  is  approximately  ninet}*^  per 
cent,  of  this  amount.  The  filed  rate  schedule  of  the  company  should 
therefore  be  modified  to  provide  a  lesser  amount  of  revenue  than  is 
indicated  in  the  company's  estimate. 

FLAT  RATES. 

Customers  of  the  following  classes  shoulcl  be  discontinued  as  flat- 
rate  consumers,  and  they  should  be  served  through  meters:  barber 
shops,  bake  shops,  butcher  shops,  drug  stores  provided  with  soda 
fountains,  any  store  having  use  for  water  otlier  tlian  for  the  ordinary 
toilet  facilities  for  private  use,  churches  and  public  buildings  and 
water  motors. 

The  schedule  as  filed  by  the  company  and  the  schedule  approved 
below  include  charges  for  items  which  have  heretofore  been  furnished 
free  by  the  petitioner.  Provision  is  also  made  in  the  schedule  below 
for  a  minimum  charge  for  flat-rate  consumers.  In  View  of  the  fact 
that  the  number  of  fixtures  of  each  class  for  which  charges  are  i:o  be 
made  was  not  furnished,  it  is  rather  uncertain  just  what  total  revenue 
might  be  received  by  the  company  under  the  schedule  of  rates  pro- 
posed by  it  or  the  schedule  which  is  approved  herein.  The  schedule 
as  filed  by  the  company  provides  for  all  flat-rate  consumers  an  increase 
of  approximately  fifty  per  cent.  A  comparison  with  the  flat-rate 
schedules  of  other  companies  and  those  which  have  been  approved  by 
the  Board  in  a  number  of  cases  heretofore  indicates  the  advisability 
of  rearranging  this  schedule  to  a  certain  extent,  so  that  the  percentage 
of  increase  applied  to  the  diiferent  classes  of  ser\'ice  is  not  entirely 
uniform. 

By  a  comparison  with  the  present  schedule  it  will  be  noted  that  flat 
rates  for  domestic  consumers  have  been  increased  on  the  average  ap- 
proximately one-third,  in  addition  to  which  charges  will  be  made  for 
some  service  which  has  heretofore  l>een  furnished  free. 

A  charge  for  fire  hydrants  as  given  in  the  proposed  schedule  repre- 
sents an  increase  of  from  $15  to  $30  per  hydrant,  and  in  a  schedule 
approved  by  the  Board  has  been  increased  to  $25.  Analyses  of  the 
costs  for  fire  service  which  have  been  made  in  a  numl>er  of  cases  indi- 
cate that  the  reasonable  cost  of  such  service  is  not  less  than  the  charge 
per  hydrant  which  is  provided  in  tlie  schedule,  which  is  herein  ap- 
proved. 
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METERED  RATES. 

The  schedule  of  rates  for  metered  service  appears  to  be  reasonabk 
with  the  exception  of  the  rates  pro\ided  for  the  first  block,  which, 
in  the  opinion  of  the  Board,  should  be  divided  and  the  first  1,000 
cubic  feet  per  quarter  charged  at  a  higher  rate  and  the  minimum 
charge  per  year  for  the  smallest  size  meter  increased  to  $3  per  quarter 
in  order  to  make  the  meter  rates  more  nearly  comparable  with  the  flat 
rates.  The  change  as  indicated  in  the  metered  rate  schedule  will  prob- 
ably not  appreciably  increase  the  bills  of  the  present  metered  cus- 
tomers over  the  rates  provided  by  the  proposed  schedule,  but  will  make 
a  more  equitable  charge  as  between  customers  on  flat  rates  and  those 
on  metered  rates.  The  schedule  as  approved  below  also  provides  a 
minimum  charge  based  on  the  size  or  capacity  of  the  meter,  a  higher 
minimum  charge  being  established  for  larger  than  for  the  smaller 
meters. 

CONCLUSIONS. 

The  Board  therefore  finds  and  determines: 

1.  That  the  rates  filed  by  the  petitioner  are  unjust  and  unreason- 
able, and  are  disapproved. 

2.  That  the  petitioner  should  be  afforded  relief  by  increased  rates. 

3.  That  the  company  may  file  the  following  schedule  of  rates  effec- 
tive with  sales  of  water  for  the  quarter  ending  March  3l8t,  1922. 

A.    Schedule  of  Yearly  Flat  or  Fixtl'rb  Rates. 

1.    Domestic  Service — 

For  one  kitchen  sink,  hot  and  cold  water  $8.00 

For  each  basin  or  additional  sink,  hot  and  cold  water 2.50 

T^ter  closet .^ 5.00 

Additional   water  closet    2.50 

Bath  tub 4.00 

Additional  bath   tub : ^.50 

One  set  of  laundry  tubs,  not  exceeding  three,  per  set 3.00 

Each  additional  set  of  laundry  tubs 2.00 

Lawn  sprinkler  or  other  hose  connection  for  outside  use 5.00 

Private  garages • ; 6,00 

Pqvate  stables,  not  exceeding  two  horses /•••••  ^'^ 

For  each  additional  horse   : 2.00 

Minimum  charge  for  flat  rate  service,  $2:60  per  quarter.  ' 
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Premises  where  unusual  conditions  of  use  prevail,  requiring  other  than 
ordinary  toilet  facilities  for  private  use,  such  as  railroad  stations,  hotels, 
large  boarding  houses,  clubs,  saloons,  public  laundries,  public  garages,  bathing 
establishments,  stock  farms,  liveries,  public  stablcb,  greenhouses,  stores, 
bakeries,  barber  shops,  churches,  schools,  public  buildings,  public  drinking 
fountains,  etc.,  will  only  be  served  through  a  meter. 

2.   Municipal  Service — 

Fire  hydrants,  public  or  private $25.00 

Sewer  flush  tanks    16.00 

Bills  for  flat  or  flxture  rate  service  are  payable  quarterly  in  advance. 

B.    Schedule  of  ^Ieter  Rates. 

For  the  first  1,000  cu.  ft.  per  quarter,  $2.75  per  M  cu.  ft. 
For  the  next  5,000  cu.  ft.  per  quarter,  '2.25  per  M  cu.  ft. 
For  the  next  6,000  cu.  ft.  per  quarter,  2.00  per  M  cu.  ft. 
For  the  next  6,000  cu.  ft.  per  quarter,  1 .  75  per  M  cu.  ft. 
For  the  next  6,000  cu.  ft.  per  quarter,  1 .  50  per  M  cu.  ft. 
All  in  excess  of  24,000  cu.  ft.  per  quarter,    1.25  per  M  cu.  ft. 

The  minimum  charges  for  metered  service  will  be  as  follows: 
For  %"or%''  meter,      $3.00  per  quarter. 

meter,         5.00  per  quarter. 

meter,        8.00  per  quarter. 

meter,       11.00  per  quarter. 

meter,       15.00  per  quarter. 

meter,      20.00  per  quarter. 

meter,      40.00  per  quarter. 

meter,      65.00  per  quarter. 

meter,     110.00  per  quarter. 
A  discount  of  10  per  cent,  will  be  allowed  on  all  bills  for  metered  service  if 
the  same  are  paid  within  10  days  from  date  of  mailing  or  presentation. 

The  above  rates  are  to  be  applied  to  each  customer  as  defined  in  the 
Board^s  recommended  "Rules  and  Regulations  to  be  Adopted  by  Water 
Utilities." 

As  compared  with  the  rates  charged  by  other  water  utilities  for  cor- 
responding service,  the  above  schedules  are  considered?  reasonable. 
The  amount  of  revenue  to  be  derived  under  the  new  rates  from  charges 
for  services  which  have  previously  been  rendered  free  is  rather  un- 
certain, but  it  is  believed  that  the  total  revenue  to  be  obtained  will 
approximately  equal  the  amount  which  has  been  indicated  above  as 
necessary,  and  that  the  company  will  receive  sufficient  revenue  to  per- 
mit of  the  reasonable  enlatgeraent  and  extenaon  of  its  service  as  re- 
quired. 

Dated  January  27th,  1922. 
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No.  961. 

In  the  Matter  of  the  Application  of  the  Commonwealth  Water 
Company  for  Further  Increase  in  Rates. 

1.  To  hold  that  when  the  Board  fixes  a  rate  of  return  that  rate  must  be 
earned  or  the  deficits  made  good  by  the  allowance  of  higher  rates  is  te  mort- 
gage the  future  to  the  <'ompaiiy.  All  that  a  Board  can  be  expected  to  do  is 
to  fix  what  is  a  fair  rate  under  the  conditions  existing  at  the  time.  It  should 
not  be  held  as  a  guarantor  of  the  rate  nor  of  stable  conditions  in  the  business. 

2.  After  full  corsideration  of  the  testimony  in  this  case  and  taking  into 
account  the  reducing  cost  of  money  at  the  present  time,  the  3oard  is  of  the 
opinion  that  a  net  return  of  the  ^ame  amount  previously  allowed  will  bring 
to  the  company  a  fair  net  return. 

3.  The  gross  revenue  under  present  rates  of  $871,703  for  the  twelve  months 
ending  September  30th,  1021,  includes  the  revenue  derived  under  the  twenty 
per  cent,  increase  granted  by  the  Board  in  response  tu  the  company's  petition 
for  a  twenty-five  per  cent,  increase  in  rates  in  1920.  The  net  revenue  for 
the  twelve  months  amounted  to  $128,451.68,  which  equals  about  6.1  per  cent, 
on  the  rate  base  of  $2,100,000. 

4.  Expenses  in  connection  with  investigations  of  rates  should  not  be  included 
as  a  proper  cost  in  any  one  year.  It  would  appear  that  this  item  of  cost 
should  be  charged  uniformly  throughout  a  period  of  seven  years. 

5.  The  adoption  of  uniform  rate  schedules  applicable  throughout  the  entire 
territory  served  by  the  company  is  proper  and  is  not  unduly  preferential  or 
unduly  discriminatory  in  favoi'  of  or  against  any  municipality. 

6.  The  schedule  filed  by  the  company  is  based  upon  the  assumption  that  an 
increase  above  the  original  bflsic  schedule  of  about  33.7  per  cent,  is  needed. 
The  Board  is  of  the  opinion  that  a  gross  increase  of  about  24.6  per  cent,  or 
4.6  per  cent,  above  the  20  per  cent,  allowance  of  1920  is  all  that  is  required 
to  meet  those  parts  of  the  company's  claims  which  met  it  consideration.  This 
increase  is  necessary  to  enable  the  company  to  finance  improvements  and  will 
yield  something  over  7  per  cent. 

William  M.  Wherry,  for  the  Petitioner. 

Charles  H,  Stewart,  for  the  Town  of  Irvington. 

Corra  N.  Williams  and  E.  G.  Pringle,  for  the  City  of  Summit* 

William  Byrd,  for  the  Township  of  Milbum. 

Samuel  D.  Williams,  for  the  Township  of  South  Orange. 

Borden  D.  Wkiting,  for  th^  Town  of  West  Orange. 
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On  October  27th,  1920,  the  Board  filed  a  report  fixing  revised 
schedules  of  rates  applicable  to  the  business  of  the  Commonwealth 
Water  Company.  In  view  of  the  fact  that  costs  for  labor  and  material 
were  constantly  changing,  the  report  contained  the  following: 

"In  view  of  the  stipulations  of  counsel,  further  hearing  will 
be  adjourned  until  the  last  Thursday  in  April,  1921,  prior  to 
which  time  the  company  is  required  to  file  its  reports  for  the 
quarters  ending  December  31st,  1920,  and  March  Slst,  1921, 
respectively,  such  reports  to  correspond  to  the  form  for  detailed 
reports  of  income  and  surplus  as  shown  in  the  Board's  form 
for  annual  reports  for  water  utilities." 
"  That  report  was  the  outcome  of  hearings  held  by  the  Board  upon 
the  question  as  to  the  justness  and  reasonableness  of  a  proposed  in- 
crease in  its  rates,  filed  by  the  Commonyirealth  Water  Company  on 
June  24th,  1920,  involving  a  horizontal  increase  of  twenty-five  per 
cent,  in  all  parts  of  its  schedule.     The  Board  in  that  report  allowed 
a  horizontal  increase  of  twenty  per  cent,  instead'  of  the  twenty-five 
per  cent,  applied  for. 

On  April  8th,  1921,  the  township  counsel  for  South  Orange  Town- 
ship wrote  to  the  Board  calling  its  attention  to  the  fact  that  the  pro- 
bative period  during  wKich  the  liorizontal  increase  or  surcharge  of 
twenty  per  cent*  was  to  be  tried  would  shortly  expire. 

As  a  result  of  this  letter,  notices  were  sent  out  calling  a  hearing  on 
April  28th,  1921.  For  the  convenience  of  counsel,, the  hearing  was 
not  held  until  June  2d,  1921.  At  that  time  certain  very  large  addi- 
tions were  being  made  to  the  plant  and  property  of  the  company,  and 
objections  were  raised  to  the  consideration  by  the  Board  of  this  matter 
until  the  improvements  had  been  completed.  The  matter  was  there- 
fore laid  over  to  September  15th,  1921,  and  later  continue^^  to  October 
13th.  Further  testimony  was  taken  on  November  3d  and  on  November 
17th. 

Since  the  matter  came  up  last  April,  the  improvements  and  addi- 
tions have  been  completed,  namely,  the  constructions  of  the  reservoir 
and  booster  pumping  stalion  in  West  Orano^e,  and  the  sixteen-inch 
transmission  line  bringing  the  water  from  the  Canoe  Brook  Plant  to 
the  high  level  reservoir  in  West  Orange.  The  result  of  these  improve- 
ments is  to  provide  for  West  Orange  an  ample  supply  of  well  water 
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and  to  remove,  so  far  as  these  matters  are  concerned,  all  question  of 
infidequacy  or  insufficiency  of  the  supply. 

On  May  13th,  1921,  the  water  company  filed  with  the  Board  a  state- 
ment that  upon  further  liearing  of  this  matter  it  would  pre.«cut  evi- 
dence showing  that  the  rates  put  into  effect  tentatively  had  failed 
to  produce  sufficient  revenue  to  meet  the  operating  expenses  and  iaxe> 
imd  provide  a  fair  return  upon  the  value  of  the  property. 

At  the  hearing  in  June,  it  was  held  that  the  water  company  must 
lile  the  changes  which  it  proposed  in  its  rate  schedule  as  a  basis  for 
the  hearing  to  be  held  at  a  later  date.  This  schedule  was  filed  Septem- 
ber 23d,  1921,  and  provided  as  follows: 

(1)  The  territory  supplied  by  the  company  shall  be  divided  into 
two  service  districts,  known  as  the  low  service  and  the  high  service' 
district  respectively.  The  high  service  district  shall  comprise  tiii^t 
district  containing  customers  supplied  from  the  Mount  Pleasant 
Booster  Station,  located  at  the  corner  of  Mount  Pleasant  and  Gregory 
Avenues,  in  the  Village  of  West  Orange.  The  lower  service  district 
shall  comprise  all  the  rest  of  the  territory  supplied  by  the  company. 

(2)  The  present  rates  shall  be  modified  in  accordance  with  the  fol- 
lowing table  : 

"Fire  Service: 

Hydrant  charge,  $2.50  per  hydrant  per  quarter. 
Inch-foot  charge,  0.0018  per  inch-foot  per  quarter. 

Oeneral  Water  Service: 
Fixed  service  charges : 

^'^  or  %*'   meter $1 .25  per  quarter. 

%"  meter    2.00  per  quarter. 

1"       meter   4 .  50  per  quarter. 

1%"  meter  11 .00  per  quarter. 

2^       meter 15.00  per  quarter. 

3"  ^    meter   : . . .  36.00  per  quarter. 

4"       meter   ...  55.00  per  quarter. 

e"       meter   . .  .* 100.00  per  quarter. 

Proportional  aerHce  charges  or  meter  rates: 
Low  service  district : 

First  40,000  cubic  feet  per  jear  $2.30  per  M  cubic  feet. 
Ne»t  360,000  cubic  feet  per  year  1.80  per  M-  cubic  feet. 
Next  3,600,000  cubic  feet  per  year  1.40  per  M.  cubic  feet. 
Over  4,000,000  cubic  feet  per  year     1.15  per  M.  cubic  feet. 
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High  service  district : 

First        40,000  cubic  feet  per  yeai  $3.40  per  M.  cubic  feet. 

Next      360,000  cubic  feet  per  year  2.90  per  M.  cubic  feet. 

Next  3,600,000  cubic  feet  per  year  2.50  per  M.  cubic  feet. 

Over  4,000,000  cubic  feet  per  year  2.25  per  M.  cubic  feet 

At  the  end  of  each  quarter  the  company  shall  have  made  up  from 
its  records  the  statements  which  will  be  filed  with  the  Board  and  will 
determine  the  result  of  the  operation  for  that  quarter.  If  the  net 
revenue  of  the  company  for  any  quarter  shall  exceed  7.8  per  cent,  re- 
turn on  the  fair  value  of  the  company's  property  the  excess  will  be 
credited  by  the  company  proportionately  among  its  consumers  on  the 
bills  rendered  for  service  for  the  succeeding  quarter.  The  determina- 
tion shall  be  made  in  accordance  with  the  following  discount  table : 

Actual  Discount  corresponding  to  an  actual  net  return 

Gross  Revenue  per  quarter  which  exceeds  a  7.8%  return  by 

per    Quarter  $2,000         $4,000         $6,000         $8,000         $10,000 

$100,000       2.00%         4.00%         (J. 00%         8.00%         10.00% 

110,000       1.82  3.64  5.45  7.28  9.09 

120,000       1.67  3.33  5.00  6.67  8.33 

130,000       1.54  3.08  4.62  6.15  7.00 

140,000       1.43  2.86  4.2!)  5.72  7.15 

150,000       1.33  2  67  4.00  5.33  6.67 

This  amendment  shall  go  into  effect  October  Ist,  1921. 

The  rate  schedules  of  the  company  heretofore  filed  shall  remain  in  effect 
except  as  herein  modified. 

Commonwealth  Water  Company." 

If  the  schedule  of  rates  new  proposed  by  the  company  is  to  be  made 
effective,  the  result  will  be  to  make  a  permanent  increase  in  all  the 
steps  of  the  basic  schedule  of  more  than  thirty  per  cent.  This  the 
company  feels  will  return  to  it  the  net  revenue  which  it  claims  the 
Board  had  decided  in  its  previous  report  was  necessary  in  order  to 
properly  finance  the  company  and  thus  enable  it  to  perform  its  public 
duty. 

The  company  has  persistently  stated  throughout  the  present  hear- 
ings, that  the  Board  which  filed  the  report  of  1920,  held  therein,  that 
the  company  was  entitled  to  a  return  of  7.8  per  cent,  upon  its  property. 
We  do  not  interpret  that  Board's  report  as  guaranteeing  that  rate  of 
return. 
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Objections  Avere  made  by  representatives  of  certain  of  the  munici- 
palities to  this  schedule,  although  some  of  the  municipalities  declined 
to  oppose  it.  The  Town  of  Irvingion  objected  to  it  on  the  ground  that 
conditions  were  not  yet  stable  and  no  permanent  determination  of  the 
rates  ought  to  be  made.  In  addition,  Irvington  contended  that  the 
schedule  fixed  for  that  town  was  improperly  discriminatory  against  it, 
thus  favoring  other  municipalities.  The  schedules  as  developed  by  the 
Board  in  1918  were  uniform  throughout  all  the  territory  then  served 
by  the  company.  If  the  Board  were  to  agree  with  the  contention  of 
the  Town  of  Irvington,  it  would  be  necessary  to  fix  for  Irvington  a 
different  schedule  of  rates  from  that  applicable  in  other  parts  of  the 
territory,  providing,  of  course,  that  the  cost  of  serving  the  different 
areas  was  not  the  same. 

The  duty  before  the  Board  at  the  present  time  is  to  determine : 

(1)  Whether  or  not  the  company  is  entitled  to  collect  a  greater  or 
less  amount  than  that  found  reasonable  by  the  Board  in  its  report  of 
October  27th,  1920. 

(2)  Whether  the  Town  of  Irvington  has  been  unfairly  treated  by 
the  fixation  of  a  uniform  schedule  of  rates  throughout  the  entire  terri- 
tory. 

(3)  The  proper  basis  of  charging  for  service  to  the  high  level  dis- 
trict of  West  Orange. 

(4)  Whether  the  old  schedule  should  be  continued  with  a  surcharge 
of  a  greater  or  less  percentage  than  that  now  being  charged,  or  whether 
a  new  schedule  on  a  permanent  basis  with  provisions  for  adjustment 
if  net  revenues  increase  beyond  those  anticipated  shall  be  allowed. 


valuation. 

With  regard  to  the  first  point,  we  will  take  up  the  valuation  of  the 
property.  The  value  of  this  property  is  set  forth  in  Table  "A"  sub- 
mitted by  the  company  in  Exhibit  P-1.  The  figures  used  in  this  table 
have  all  been  checked  jointly  by  an  expert  representing  the  Board  and 
an  accountant  representing  the  company. 
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Table  "A"  gives  the  rate  base  as  of  January  1st,  1921,  as $2,080,654 

Additions  since  that  date,  approximately   $49,750 

Increase  in  depreciation  reserve,  same  i)eriod 15KKK) 

Net  additions 34,750 

Basis  for  rates $2,115,404 


COST  OF  MONEY. 

In  the  report  of  the  Board  dated  October  27th,  1920,  it  is  said 
that  what  was  needed  at  that  time  was  a  net  return  of  approximately 
$152,500.  Incidentally,  that  net  return  bore  a  certain  percentage  re- 
lationship to  the  basis  of  values  at  that  time.  The  company's  present 
application  is  based  on  the  fact  that  instead  of  obtaining  the  net  income 
which  the  old  Board  thought  proper,  the  net  income  only  amounted  to 
approximately  $128,000.  The  failure  to  obtain  the  amount  estimated 
by  the  Board  was  not  the  fault  of  the  Board.  To  hold  that  when  a 
board  fixed  a  rate  that  that  rate  must  be  earned  or  the  deficits  made 
good  by  the  allowance  of  higher  rates  is  to  mortgage  the  future  to 
this  company.  All  that  a  Board  can  be  expected  to  do  is  to  fix  what  is 
a  fair  rate  under  the  conditions  existing  at  the  time.  It  should  not 
be  held  as  a  guarantor  of  the  rate  nor  of  stable  conditions  in  the  busi- 
ness. Doubtless,  much  may  be  said  in  favor  of  a  stabilized  rate  in 
normal  times,  but  it  would  have  been  unwise,  in  our  opinion,  if  the 
Board  had  fixed  such  a  rate  under  the  transitory  circumstances  exist- 
ing in  1920.  After  full  consideration  of  the  testimony  in  this  case  and 
taking  into  account  the  reducing  cost  of  money  at  the  present  time, 
the  Board  is  of  opinion  that  a  net  return  of  the  same  amount  allowed 
by  the  Board  in  the  report  referred  to  will  bring  to  the  company  a  fair 
net  return. 

EARliriNGS  AND  EXPENSES. 

The  extent  to  which  the  company  has  been  able  to  earn  the  net  re- 
turn allowed  by  the  Board  is  indicated  in  the  following  table: 
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COMPARISON    OF   REVENLE    RECEIVED    WITH    THAT   REQUIRED    TO  YIELD   A   RETURN 
OF   7.8   PER   CENT.   TWELVE    MONTHS    ENDING   SEPTEMBER   30TH,    1921. 

Claimed  by  Company 
Item  Present  Rates  as  Fair  Ratets 

(1)  (2)  (3) 

Gross  revenue   $371,703(a)  $405,548  • 

Operating  expenses,  taxes  and  depreciation. .    243.251(b)  243.252 

Net    Return    $128,452  $162,291(c) 

(a)  Gross    revenue,    nine   months   ending   June   30th,   1921    (Table 

No.   E-4.)    $274,855 

Operating     revenue,     quarter    ending     September    30th,     1921 

(Schedule  No.  1-F.)    95,859 

Net  non-operating  income,  quarter  ending  September  30th.  1921 

(Schedule  No.  3-F.)    991 

Gross  revenue,  twelve  months  ending  September  30th,  1921.  . . .    $371,703 

(b)  Total  operating  revenue  deductions: 

Nine  months  ending  June  30th,  1921    (Schedule  No.  2-D.),    $181,221 
Quarter  ending  September  30th,  J921  (Schedule  No.  2-F.),        62,031 

Twelve  months  ending  September  30th,  1921 $243,252 

(c)  Net  return  under  fair  rates  is  based  on  the  rate  base  of  $2,(^80,654,  as  of 

January  1st,  1921  (See  Table  A),  and  equals:  $2,080,654  X  0.07S  = 
$162,291. 
Valuation  as  a  basis  for  rates  for  the  year  1921  or  for  the  twelve  months 
ending  September  30th,  1921,  will  be  higher  than  the  basis  as  of  Janu- 
ary 1st,  1921.  It  therefore  follows  that  the  net  return  which  it  is 
anticipated  will  result  from  the  proposed  rates  will  fall  short  of  7.8 
per  cent,  on  the  rate  base  applicable  for  the  calendar  year  1921.  As 
the  proposed  rates  are  only  expected  to  produce  the  amount  of  $403,796 
gross  revenue,  the  estimated  net  return,  other  things  being  equal,  is 
only  $160,544.  The  rate  base  for  the  twelve  months  ending  September 
30th,  1921,  is  approximately  $2,100,000,  and  the  anticipated  net  income 
is  approximately  7.64  per  cent. 

♦  The  amount  of  $405,548  is  obtained  by  adding  together  the  two  items  below 
it,  and  is  in  excess  of  what  the  company's  proposed  rates  are  expected  to 
produce. 

In  arriving  at  this  conclusion,  it  will  be  noted  that  we  have  avail- 
able the  actual  results  to  the  company  for  a  period  of  one  year  under 
the  existing  schedule  with  its  twenty  per  cent,  increase  allowed  by  the 
Board  in  October,  1920.  The  gross  revenue  of  $371,703,  under  present 
rates,  includes  the  revenue  derived  under  the  twenty  per  cent,  increase 
granted  by  the  Board  to  the  company  in  response  to  its  petition  for  a 
twenty-five  per  cent,  increat^e  of  rates  in  1920. 
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The  operating  revenues  for  the  twelve  months  ending  September 
30th,  1921,  have  been  as  follows : 

Metei  ed  private  service   $298,971 .  84 

Unmetered  private  service   319.47 

Service  to  other  water  supply  systems 3,446. 7(J 

Municipal  water  service,  metered $7,4i>3 .  22 

Municipal  water  service,  unmetered 54,181.91 

G1,63S.13 

Miscellaneous  water  service   2,084. 18 

Total  sales  of  water $366,457. as 

Miscellaneous  operating  levenue 1,447.15 

$367,904.53 

Non-operating  revenue 3  798 .  49 

Total  gross  revenue $371,703.02 

During   the   corresponding   period   the  oper- 
ating expenses  have  been  as  follows: 

Water  supply  expenses   $91,632.97 

Maintenance    4,5,982. 35 

General  and  miscellaneous  expenses 33,475.08 

Total  operating  expenses   $171,090.40 

Taxes    71,795.12 

I'ncollectible  water  bills   365.82 

Total  operating  revenue  deductions....  $243,251.34 

Net  income $128,451.68 

This  equals  about  6.1  per  cent,  return  on  the  rate  base  of  $2,100,000. 

The  Town  of  Irvington  employed  a  consulting  engineer  to  make  a 
critical  examination  and  testify  as  to  the  reasonableness  of  the  com- 
pany's operating  expenses,  similar  testimony  by  the  same  witness  hav- 
ing been  submitted  at  the  time  the  case  was  originally  heard  by  the 
Board.  Testimony  of  this  witness  was  to  the  effect  that  certain  sav- 
ings might  l>e  possible  and  that  certain  items  were  not  properly  charge- 
able and  payable  from  the  gross  revenue.  As  a  result  an  examination 
was  made  jointly  by  the  Inspector  of  the  Board  and  the  Special  Ac- 
countant employed  by  the  company.  The  result  of  this  examination 
indicates  to  the  Board  that  the  savings  in  operation  anticipated  by 
the  witness  referred  to  have  not  eventuated.  The  books  of  this  com- 
pany have  been  examined. 
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With  the  exception  of  the  Canoe  Brook  Pumping  Station,  the  prop- 
erty appears  to  be  in  excellent  operating  condition,  and  the  conditions 
of  operation  appear  to  be  on  an  economical  and  efficient  basis.  With 
regard  to  the  Canoe  Brook  Pumping  Station,  this  plant  has  been  for 
some  time  undergoing  a  very  considerable  transformation.  One  new 
unit  has  been  installed  and  much  remaiiis  to  be  done  involving  addi- 
tional investment  in  order  that  the  building  itself  may  be  made  per-' 
manent  and  fire-proof.  Additional  wells  have  been  driven  and  others 
are  to  be  installed  within  the  near  future.  It  may  well  be  that  upon 
the  final  installation  of  the  new  pumps  and  of  the  new  method  of 
obtaining  water  from  the  wells,  the  intention  of  which  is  to  safeguard 
the  collecting  sources  against  pollution,  that  the  costs  of  operation 
and  production  per  million  gallons  of  water  delivered  will  be  lower 
than  at  the  present  time.  To  obtain  this  lower  cost,  however,  addi- 
tional investment  is  necessary,  the  exact  amount  of  which  cannot  now 
be  determined.  The  effect  on  the  net  income  of  the  company  is  there- 
fore problematical,  and  in  the  opinion  of  the  Board  the  best  basis  upon 
which  the  rates  can  be  determined  at  the  present  time  is  the  operating 
expenses  which  this  company  has  already  been  called  upon  to  pay 
during  the  recent  past,  particularly  during  the  period  in  which  all  of 
the  water  supplied  by  it  has  been  obtained  from  its  own  plants. 

With  regard  to  the  economy  in  operation,  an  examination  of  the 
testimony  develops  the  fact  that  the  company  is  using  the  lowest  priced 
coal  obtainable  and  is  taking  full  advantage  of  a  contract  under  which 
screenings  and  refuse  from  the  I^ackawanna  coal  pockets,  in  Summit, 
are  obtained.  This  coal  requires  special  grates,  but  appears  to  l>e 
giving  satisfactory  service  under  present  conditions,  resulting  in  a 
considerable  saving  in  cost  of  fuel. 

The  expert  for  the  municipalities  submitted  blue-prints  containing 
certain  statistics  for  the  year  1920,  comparing  the  operating  data  of  a 
number  of  the  larger  New  Jersey  water  companies.  In  this  table  tlie 
number  of  consumers,  the  value  of  the  water  plant  investment,  and 
the  total  output  in  thousand  gallons  are  each  taken  at  one  hundred 
per  cent,  for  the  Commonwealth  Water  Company,  and  the  relation  of 
the  corresponding  items  referring  to  the  other  companies  is  stated  in 
percentage.  A  study  of  this  table  indicates  that  the  amount  of  busi- 
ness enjoyed  by  the  Commonwealth  Water  Company,  all  things  con- 
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sidered,  bears  a  favorable  relation  to  the  corresponding  amount  of 
business  enjoyed  by  other  companies.  Considering  the  output  of  water 
m  proportion  to  the  investment  and  the  investment  in  proportion  to 
the  number  of  consumers,  there  does  not  appear  any  basis  for  serious, 
criticism  of  the  general  eflBciency  in  the  operation  or  in  the  investment 
of  tlie  Commonwealth  Water  Company. 

With  regard  to  the  expenses  in  connection  with  the  investigation 
of  rates,  while  such  expenses  must  be  made  by  the  company  from 
it?'  ordinary  revenues,  'they  should  not  be  included  as  a  proper  cost 
in  any  one  year.  Under  all  the  circumstances,  it  would  appear  that 
this  item  of  cost  should  be  charged  uniformly  throughout  a  period 
of  seven  years. 

An  adjustment  must  also  be  made  because  of  the  different  method 
of  supplying  the  water  for  West  Orange.  During  the  year  1920, 
during  which  all  water  supplied  to  West  Orange  was  purchased,  the 
])iice  paid  to  the  Montclair  Water  Company  was  $25,383.  The  average 
price  per  thousand  gallons  was  O.l  cents.  The  amount  of  water  pur- 
chased in  1920  was  278.88  million  gallons.  The  cost  of  producing 
water  at  Canoe  Brook  in  1920  was  7.0  cents  per  thousand  gallons. 
At  this  rate  the  cost  at  Canoe  Brook  for  producing  the  water  required 
for  AYest  Orange  would  involve  a  gross  saving  of  $5,859.  The  operat- 
ing expenses  for  the  twelve  months  ending  September  30th,  fully  ac- 
count for  this  saving.  The  following  further  deductions  should  be 
made  from  the  operating  revenue  deductions  for  the  purpose  of  this 
report : 

(1 )  For  federal  tax $1,670 

(2)  Readjustment  of  rate  case  expense   1.500 

(3)  Reduction  to  average  of  pump  repairs 4,(K)0 

$7,170 

Gross   revenue   $371,703 

Revvnue  deductions   (from  company's  tables)    $24o.l!52 

Adjustment    (by  the  Hoard)    7,170 

23(i,0S2 

Net  revenue  (which  is  dAo  per  cent,  on  $2,100,000)   $13rKn21 
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ALLOCATION  OF  THE  COST  OF  SERVICE. 

The  Town  of  Irvington  has  contended  and  hsis  presented  certain 
testimony  in  proof  thereof  that  it  has  not  been  properly  treated  in  the 
determination  of  the  rates,  and  that  it  is  entitled  to  preferential  rates 
on  a  lower  basis  than  those  properly  chargeable  to  other  municipalities. 
A  careful  study  has  been  made  of  the  data  submitted  by  the  town's 
expert,  and  it  is  found  that  some  elements  have  been  ignored,  at  least 
to  some  extent.  AVithin  certain  classes,  however,  rates  must  naturally 
be  uniform.  A  detailed  study  would  indicate  that  the  cost  to  each 
customer  is  slightly  different  from  that  of  his  neighbor.  Certainly 
from  some  standpoints,  the  cost  of  serving  the  customers  adjacent  to 
the  pumping  plant  is  less  than  the  cost  to  serve  those  at  a  considerable 
distance.  Economy  in  operation,  however,  depends  to  a  large  extent 
upon  the  magnitude  of  the  company's  business.  Therefore  costs  must, 
to  a  large  extent,  l)e  averaged  among  those  whose  patronage  aids  in 
bringing  about  lower  general  costs.  If  the  Town  of  Irvington  were 
separated,  either  in  theory  or  in  fact,  from  the  rest  of  the  system  there 
might  be  a  basis  for  its  complaint.  But  it  is  a  link  in  a  chain  of 
municipalities  all  supplied  from  the  same  source. 

The  system  is  an  integral  one,  and  not  segregable  into  units  phy- 
sically. It  therefore  follows  that  claims  to  preferential  treatment  on 
the  part  of  a  single  municipality  might  just  as  well  be  made  by  any 
one  of  the  municipalities  served'  by  this  company.  In  all  probability, 
Summit,  located  much  nearer  the  source  of  production,  would  have  a 
better  claim  for  preferential  treatment  than  the  Town  of  Irnngton. 
Under  all  the  circumstances,  the  Board  is  of  the  opinion  tliat  the 
adoption  of  uniform  rate  schedules  applicable  throughout  the  entire 
territory  served  by  this  company  is  proper  and  is  not  unduly  prefer- 
ential or  unduly  discriminatory  in  favor  of  or  against  any  municipality. 


WEST  ORANGE  HIGH  SERVICE. 

For  a  number  of  years  the  high  level  service  in  West  Orange  has 
been  supplied  from  the  ends  of  the  mains  in  Montclair.  This  was 
sufficient  for  all  ordinary  purposes  until  the  high  level  portion  of 

2H 
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West  Orange  began  to  develop  more  rapidly.  The  senice  then  became 
ansufficient  and  inadequate,  due  to  the  small  size  of  the  mains  bringing 
water  into  the  town.  Furthermore,  the  Montclair  Water  Company 
was  unable  to  furnish  additional  water  to  provide  for  the  ordinary 
growth  of  West  Orange. 

In  view  of  these  facts  the  Commonwealth  Water  Company,  then  in 
control  of  the  West  Orange  Water  Company  (these  companies  haWng 
been  consolidated  in  recent  years),  coramenc^ed  the  larger  development 
of  its  water  sources  in  the  Canoe  Brook  Valley,  lying  northwest  of 
Summit.  Plans  were  inaugurated  which  have  required  several  years 
for  completion  and  which  have  finally  resulted  in  the  installation  of  a 
transmission  line  several  miles  in  length  to  and  through  West  Orange 
and  the  construction  of  the  We»t  Orange  reservoir  and  lxx)ster  pump- 
ing station.  These  items  are,  however,  partially  in  use  for  the  supply 
of  West  Orange  generally,  as  well  as  the  high  level  service. 

The  company  has  submitted  estimate  of  the  additional  cost  of  sup- 
plying the  West  Orange  high  level  ser\'ice  district,  which  is  as  follows : 

TABLE  No.  R-1. 

ADDITIONAL  COST  OF  SUPPLYING   THE  WEST  ORAXOK   HIGH   SEBVICi:   DISTRICT. 

Fair  Net  Return: 
Actual  Cost: 

West  Orange  booster  station  .^iri.llH.IKi 

West  Orange  standpipe  and  lot   4.f<7U.07 

Total    $20,090.03 

Return  7.8  per  cent  of  $20,01)0  = ^'iMi 

Depreciation: 
-C'oRt  of  West  Orange  booster  station  and  standpipe   (as 

above)    $20,<nK).(iO 

Value  of  standpipe  lot  ....        1.000.00 

Value  of  depreciable   items $ll).0iH).0t> 

Annual  depreciation  =  1.1  per  cent,  of  $10,090 210 

Taxes: 

Cost  of  W«est  Orange  booster  station  and  standpipe   (as 

above)    $20.0!K).0() 

Depreciation  as  above  , 210 .00 

Present  value  of  taxable  items   $19,.SSO.0O 

Tax  rate   =   $4.1. ''i  per  $100  of  assessed  value.     -Vmount 

of  taxes  =  10,880  X  4.15  per  cent.  =  825 
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Opera t ing  Expenses : 

Quarter  erding  June  30tlu  1921, 

-«K3       Operating   labor    H^2.1i) 

4413.3  Power   purchased 1.110. 40 

403.4  Miscellaneous  supplied  and  expanses    23.241 

407.4  Repairs  to  electric  pumping  equipment    39.ir» 

Total    $1,(500.57 

Annual  amount  =  $l.(Jl>r).5T   X  4  =   0,»>(J2 

Total   additional   cost    $9,264 

The  gross  revenue  being  obtained  from  the  residents  of  the  high 
level  district  in  West  Orange  approximates  $20,000  per  annum  at  the 
present  time.  It  has  been  estimated  that  the  revenues  generally  will 
have  to  be  increased  to  approxim'ately  $21,350.  The  added  cost  of 
supplying  the  high  level  service,  namely  $9,264,  is  approximately  42 
per  cent,  of  the  amount  already  referred  to,  and  if  the  customers  sup- 
plied ])y  the  high  level  service  in  West  Orange  are  to  meet  the  entire 
cost  as  referred  to,  the  rates  to  such  customers  would  have  to  be  in- 
creased to  an  extent  which  the  Board  does  not  believe  justified  when 
the  growing  character  of  the  territory  is  taken  into  account.  In  the 
past  year  or  so,  new  streets  have  been  opened,  many  new  houses  erected 
and  to  a  large  extent  the  territory  is  clearly  in  the  development  stage, 
and  it  would  be  distinctly  unfair  to  require  present  customers  supplied 
from  this  service  to  bear  all  of  the  cost  during  the  development  period. 
AVithout  material  change  in  the  figures  of  additional  cost  perhaps 
twice  as  many  customers  could  be  supplied.  The  added  cost  must, 
however,  be  recognized,  and,  in  the  opinion  of  the  Board,  the  pro- 
portional part  of  the  rate  should  not,  for  the  immediate  future,  ex- 
wed  tlie  corresponding  schedule  in  other  parts  of  the  territory'  by 
more  than  one-third. 

The  schedule  filed  by  the  company  is  based  upon  the  assumption  that 
an  increase  above  the  original  basic  schedule  of  about  31.7  per  cent,  ii^ 
needed.  The  Board  is  of  opinion  that  a  gross  increase  of  about  24.6 
per  cent,  or  4.6  per  cent,  above  the  20  per  cent,  allowance  of  1920  is 
all  that  is  required  to  meet  those  parts  of  the  company's  claims  which 
merit  consideration.  The  proportional  charges  as  proposed  by  the 
company  will  be  modified  for  l)oth  low  and  high  level  ser\ice. 
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TEMPORARY  OR  PERMANENT  RATES. 

Under  the  proposed  rates  the  company  estimates  that  the  gross 
operating  revenue  would  have  to  he  $405,543  in  order  to  provide  a 
net  return  of  $162,291.  Adjustment  of  revenue  deductions  results  in 
reducing  the  required  gross  operating  revenues  by  $7,170  to  $398,373. 

After  deducting  the  diflPerenee  between  net  return  claimed  and  re- 
turn allowed,  the  gross  revenue  allowed  is  $388,582.  The  division  of 
the  gross  amount  into  the  various  classes  of  service  is  as  follows: 


GROSS  CX>ST  OF  ALT.  SKRVICT*:  AND  ALLOCATION  OF  REQI'IRED 

GROSS  REVENUE. 

GROSS  COST  OF  ALL  SERVICE. 

Fair   oet   return    ^l.VJ.riUO 

Annual  depreciation   reser^•«?    1S..*>71 

Taxes     70.125 

Operating   expenses i;iS.122 

Add  operating  expenses  for  high  serN^ce   i*.2G4 

Deduct  one-half  of  additional  cost  for  West  Orange  high  service,  not 

cliargeable  genemlly — 4.Go2 

ALLOCATION    OF    REQUIRED   GROSS    REVENUE. 

Item                                                 Per  Cent  Amount 

(1)                                                         (2)  (3; 

A.  Subdivision  of  gro«s  re\t>nue  between : 

Service  revenue  1)8.14  ^^370.710 

Miscellaitieous  receipts   1 .80  7,234 

100.00  ^:iS3,D54> 

B.  Subdivision  of  total  service  revenue  between : 

Fire  !^r\'ice  revenue 14 . 7  rM,H77 

General  water  service   S5.i>  :i21,3oy 

100.0  $37t>,716 

C.  Subdivision  of  general  water  service  revenue  betu'een : 

Fixed  service  revenue    a 20  ♦>4.2(>8 

Proportional   service  revenue  chargeable  to  all  «.H)n- 

sumers  SO  257.071 

100  $321,339 
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The  gross  revenue  for  the  twelve  months  ending  September  20th, 
1921,  has  already  been  stated  as  $371,703.  This  faJls  short  of  produc- 
ing the  assumed  required  return  by  approximately  $17,000  and  the 
present  rates,  inclusive  of  the  20  per  cent,  surcharge  would  have  to  be 
increased  by  about  4.6  per  cent,  additional.  A  new  schedule  on  a 
basis  which  wiU  include  the  present  surcharge  of  20  per  cent,  and 
the  added  increase  needed  at  this  time  of  approximately  4.6  per  cent, 
will  l>e  allowed.  This  increase  is  necessary  to  enable  the  company  to 
finance  improvements.  It  will  yield  something  over  7  per  cent.  The 
price  of  money  ha&  steadily  declined  since  the  petition  herein  was  filed. 

The  only  matter  left  to  be  determined  by  the  Board  is  as  to  whether 
the  increases  shall  be  made  in  the  form  of  a  surcharge  upon  the  original 
basic  schedules  or  whether  the  new  schedule  on  a  permanent  basis 
should  be  adopted  at  this  time.  The  present  cost  of  operation  and 
maintenance,  atlhough  reducing  somewhat,  is  on  a  higher  basis  than 
at  the  time  of  the  Board's  original  decision  in  1916.  The  Board  is  of 
tlie  opinion  that  a  complete  schedule  on  a  proper  and  equitable  basis  is 
preferable  to  the  continuation  of  the  old  basic  schedule  with  a  per- 
centage surcharge.  Under  all  conditions  existing  at  this  time,  when 
many  costs  of  construction  and  operation  have  not  completely  returned 
to  normal,  the  Board  will  not  approve  a  plan  which  practically  amounts 
to  an  agreement  between  the  company  and  the  Board  that  the  rates 
would  not  be  disturbed  for  a  considerable  period  of  time.  This  is 
essentially  what  is  involved  in  an  approval  of  the  company's  plan  to 
return  to  the  customers  all  net  return  in  excess  of  7.8  per  cent.  This 
part  of  the  company's  proposed  plan  is  rejected. 


CONCLUSIONS. 

The  Board  therefore  finds  and  determines : 

1.  That  the  gross  revenue  of  the  company  must  be  increased  by  an 
amount  approximating  4.6  per  cent,  over  that  being  received  imder 
the  present  schedule  with  its  surcharge  of  20  per  cent. 

2.  That  a  higher  schedule  of  rates  for  those  sensed  from  the  West 
Orange  high  level  service  is  proper  and  equitable,  but  that  the  pro- 
portionate charge  under  such  schedule  should  not  be  higher  than  the 
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corresponding  charge  in  the  balance  of  the  territorj'  by  more  than  33 
per  cent. 

3.  That  the  schedule  proposed  by  the  company,  modified,  howevt?r, 
as  already  indicated,  will  bring  to  the  company  the  net  retiiTr:  needed 
under  present  conditions  to  enable  the  company  to  finance  its  ex- 
tensions. 

4.  That  the  provision  of  the  new  schedule  by  which  the  net  return 
is  to  be  fixed  at  7.8  per  cent,  and  all  excess  returned  to  the  customers 
is  not  a  proper  plan  for  adoption  at  a  time  when  costs  of  construction 
and  operation  are  not  entirely  normal,  and  the  Board  disapproves  of 
this  provision  of  the  schedule. 

5.  That  the  company  may  file,  to  become  effective  for  the  quarter 
ending  March  31st,  1922,  the  following  Fchedule  of  rates: 

Fire  ^ervu-e: 

Hjrdrant  charge ^*2.7A)  per  hydiant  per  quarter. 

Inch-foot  charge 0.0018  per  in.-ft.  p^r  quarter. 


(Jeneral  Water  Service: 

Fixed  Hervice  chargeH: 

%ar%'' 

meter 

^1 . 2.')    per   quarter. 

%" 

metvr 

2.{MJ    per   quarter. 

V 

meter 

4.r»0    per   quarter. 

1%" 

meter 

11.00   per   quarter. 

2" 

;neter 

iri.rO   per   quarh'r. 

3" 

meter 

36.00  per  quarter 

4'' 

meter 

5'). 00   per   quarter. 

(>"    meter     100.00    per   quarter. 

Proportional  servia^  charges  or  meter  rates : 
Low  service  district : 

First  40,<K)0  cubic  feet  per  .venr  $2.25  per  M  cubic  feet. 
Xext  3tJ0,<«K»  cubic  feet  per  year  1.75  i^r  M  cubic  feet 
Next  3.(900,(K)0  cubic  feel  per  >var  1.35  per  M  cubic  feet. 
Over  4.000,000  cubic  f(Vt  per  year     1.10  per  M  cubic  feet. 

High  service  district: 

Urst  40.0(K>  cubic  feet  per  year  $3.00  per  M  cubi(/  feet. 
Next  3<5(MHIO  cubic  feet  pvr  year  2.50  per  M  cubic  feet. 
Next  3.(iO<l,(M)0  cubic  feet  per  year  2.10  p<>r  M  cubic  feet. 
Over  4,000,(K)0  cubic  feet  per  year     1.35  p^r  M  cubic  feet. 

Dated  February  1st,  1922. 
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No.  962. 

RiNGWooD  Company 

vs. 

Erie  Railroad  Company  et  al., 

AND 

Pequest  Company 

vs. 

Delaware,  Lackawanna  &  Western  Railroad  Company, 
IN  RE  Rates  on  Iron  Ore. 

1.  In  permitting  the  appliontlon  to  intra-state  rates  of  tTie  40  per  cent, 
increase  which  was  put  in  effect  as  a  result  of  I.  C.  C.  Ex  Parte,  No.  74,  the 
Poard  did  not  hold  that  such  increase  would  result  in  just  and  reasonable 
pates  upon  all  classes  of  commodites  affected. 

2.  Reference  Tv-as  mnde  at  the  time  to  protests  against  increases  in  rates 
on  shipments  of  iron  ore  between  Xew  Jersey  points  and  the  Board  stated  that 
if  the  complainants  so  desired  it  would  afford  fliem  hearing  on  application  to 
reduce  these  rates. 

3.  The  Board  has  endeavored  to  eliminate  the  inequalities  which  crept  into 
the  intra-state  rates  for  iron  ore  as  a  result  of  the  several  flat  increa!«.»s  made 
heretofore  and  concludes  an  increase  of  15  per  cent,  should  be  allowed  instead 
of  40  per  cent. 

4.  The  rates  fixed  recognize  substantially  the  same  differentials  which 
existed  in  the  rate  structure  applicable  for  an  extended  period  prior  to  the 
first  of  the  increases.  They  are  generally  consistent  with  rates  charged  by 
the  respondent  and  other  carriers  for  comp.nrable  intra-state  hauls  in  New 
Jersey  of  iron  ore  and  other  commodities  having  like  general  characteristics. 

C.  MacYfagh  and  C.  S.  Bel^terling,  for  the  Petitioners. 

M.  B.  Piercp  and  W.  J.  Lairahre,  for  the  Respondents. 

This  case  is  hefore  the  Boai'd  as  a  result  of  complaints  filed  on  De- 
cember 24th,  1920,  hv  Pequest  Company  and  by  Ringwood  Company, 
said  complainants  alleging  that  certain  rates  charged  for  the  transpor- 
tation of  iron  ore,  a*?  hereinafter  described,  "are  unjust  and  unreason- 
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able,  unduly  prejudicial  and  unjustly  dbcriminatory  in  violation  of 
the  act  concerning  Public  Utilities." 

The  rates  complained  against  are  eml)odied  in  the  tariffs  filed  by 
Tlie  Delaware,  Lackawanna  and  Western  Railroad  Company;  Erie 
Railroad  Company;  Xew  York,  Susquehanna  &  Western  Railroad 
C'ompany,  and  AVharton  &  Xorthem  Railroad  Company.  The  issues 
involved  in  the  two  cases  were  joined  and  heard  together  at  public 
liearings  held  Noveml)er  17th,  1921,  and  Deceml^er  26th,  1921,  at 
which  all  of  the  interested  parties  made  appearance. 

Briefs  and  reply  briefs  were  filed  by  complainant  companies  and  bv 
respondents,  The  Delaware,  Lackawanna  &  Western  Railroad  Company 
and  Erie  Railroad  Company.  The  manner  in  which  the  case  was  tried 
warrants  the  assumption  that  the  single  brief  filed  by  the  two  carrier 
respondents  is  also  filed  on  behalf  of  respondent,  Xew  York,  Sus- 
quehanna &  Western  Railroad  Company,  although  it  does  not  so  state 
specifically. 

Respondent  Wharton  &  Xorthem  Railroad  Company  filed  no  brief, 
and  presented  no  direct  defense  although  its  General  Manager  was 
called  as  a  witnet^s  for  complainants. 

Complainant  Ringwood  Company  is  a  Xew  Jersey  Corporation 
which  operates  certain  iron  ore  mines  at  Ringwood,  Xew  Jersey,  said 
mines  being  located  on  what  is  known  as  the  "Greenwood  Lake  Divi- 
sion" of  the  Erie  Railroad. 

Complainant  Request  Company  is  a  Xew  Jersey  Corporation  which 
operates  certain  iron  ore  mines  near  Oxford  Furnace,  a  point  on  The 
Delaware,  Lackawanna  &  Western  Railroad. 

The  rates  complained  against  are  as  follows : 

(a)  From  Ringwood,  X.  J.  ( looters'  Mine),  to  Wharton,  X.  J.,  the  haul 
being  made  via  Rrie  Railroad  to  Pompton  Junction,  thence,  via  Xew  York. 
Susquehanna  &  Western  Railroad  to  Green  Pond  Junction,  tlience.  via  WJiar- 
ton  &  X^orthern  Railroad  to  Wharton.     Distance — 33  miles. 
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The  recent  history  of  this  rate  is  as  follows: 

Per  Cent, 
Increase 
Effective  Over  Rate 
(All  rates  stated   per  gross   ton)  Increase    Rate        in  1^11 

Rate  in  effect  prior  to  June  1st,  1917 %.^i) 

June  1st,  1917— Flat  increase    $.15         .75  25.0(» 

June  25th,  1918— Flat  increase  pursuant  to  I.  C  i\ 

— G.  O.  No.  28 35       1.10  5S.33 

August  26th,   1920 — Increa*<e  of  40  per  cent,   pur- 
suant to  I.  C.  i\  Ex  Parte  74 44       1.54  73. a3 

October   20th,   1921 — Temporary   elimination   of  40 
per  cent,  increase  above  listed    (or  28  per  cent. 

decrease)     43*    1.11  71.ti6* 

December  31st,   1921 — Restoration   of  40   per  cent. 

increase  (or  elimination  of  28  per  cent,  decrease),     .43       1.54  71.66 

Total  increases $.94  156. ««% 

♦  Decrease. 
The  above  rates  also  applied  for  haul  from  Ring  wood  to  Netcong  and  to 

hauls  to  Wharton  and  Netcong.  via  Mountain  View. 

(b)  From  Ringwood,  N.  J.,  (Peters'  Mine),  to  Oxford  Furnace,  N.  J., 
the  haul  being  made  via  Erie  Railroad  to  Mountain  View,  thence,  via 
liackawanna  Railroad  to  destination.     Distance — 69  miles. 

The  recent  history  of  tliis  rate  is  as  follows: 

Per  Cent. 
Increase 
Effective  Over  Rate 
(All  rates   stated   per  gross   ton)  Increase    Rate        in  1917 

Rate  in  effect  prior  to  June  1st,  1917 $.75 

June  1st,  1917— Flat  increase    $.15         .SK)  20 

June  25th,  1918 — Flat  inci-ease  pursuant  to  I.  C  C. 

-G.  O.  No.  28 30       1.20  40 

Auguist  26th,   1920 — Increase   of  40   per   cent,   pur- 
suant to  I.  i\  O.  Ex  Parte  No.  74 48       l.as  6-1 

October  20th.   1921 — Temporary   elimination   of   40 
per  cent,   increase  above  listed    (or  28  per  cent. 

reduction)     47  ♦    1.21  64* 

December  Slst,  1921 — Restoration   of  40   per  cent. 

increase  (or  elimination  of  28  per  cent,  decrease),     .47       l.(>8  64 


Total  increase-    $.93  124 


70 


♦  Decrease 

(c)    From  Oxford  Furnace,  N.  J.,  to  Netcong,  N.  J^.  the  haul  being  en- 
tirely via  Lackawanna  Railroad.     Distance — 23  miles. 
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The  recent  history  of  this  rate  is  as  follows: 

Per  Cent. 
Increase 
Effecth'e  Over  Rate 
(All   rates  stated   per  gross   ton)  Increase    Rate        in  1011 

Rate  in  effect  prior  to  June  Ist,  1917 ^.30 

June  iHt,  1917— Flat  increase $.15         .45  50. (M) 

June  25th,  1918 — Flat  increase  pursuant  to  I.  C.  C. 

— G.  ().  No.  2K 35         .80         IKi.lKi 

August  26th,   1920 — Increase  cf  40  per  cent,   pur- 
suant to  I.  (\  (\  Ex  Parte  No.  74 32       1 .12         106.67 

October   20th,   1921 — Temporary   eliininntion   of  40 
per  cent,   increase  above  listed    tor  28  i»er  cent. 

decrease)     3i:  ♦    0.S05       106.67  ♦ 

December  3l8t,   1921 — Restoration   of  40   per  cent. 

increase  (or  elimination  of  28  per  j'ent.  decrease),     .32       1.12         106.67 

Total  increases    ^..>2  273. 3;^% 

♦  Decrease. 

It  appears  that  Uve  rates  involved  in  this  proceeding  had  been  in 
effect  without  complaint  or  serious  criticism  for  a  number  of  years 
prior  to  the  effective  date  of  tlie  first  of  the  recent  increases,  June  1st, 
1917.  It  also  appears  that  said  rates  were  generally  in  line  with  a 
formula  cited  for  the  fixing  of  rates  for  iron  ore  by  the  Interstate  Com- 
merce Commission  in  I.  C.  C.  Docket^s  4344  and  4390  (referred  to 
throughout  the  testimony  as  the  B.  NicoU  &  Company  case) ,  which  was 
decided  Xovember  12th,  1912.  Complainants  make  a  point  that  said 
rates  were  not  wholly  consistent  with  the  finding  in  that  decision,  and 
while  this  may  Ik?  so  in  a  strict  mathematical  sense,  it  appears,  as  above 
states],  that  said  rate  schedule  was  at  least  generally  consistent  with 
this  formula.  For  it^^  purposes,  incident  to  the  decision  in  this  case, 
the  Board  regards  such  rates  as  '*basic." 

The  rates  heretofore  referred  to  as  ^* basic"  have  l)een  increased  three 
times.  Two  of  these  increases  have  been  in  flat  amounts,  the  third 
having  l)een  a  percentage  increase  which  was  subsequently  eliminated 
only  to  be  restored.  The  record  shows  that  the  carriers  displayed  an 
inclination  to  accede  to  the  elimination  of  the  last  increase  and  file<l 
tariffs  providing  therefor,  but  that  the  Interstate  Commerce  Commis- 
sion upon  complaint  of  certain  manufacturing  interests  outside  the 
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State  of  Xew  Jersey,  withlield  authority  for  the  decrease  pending  an 
investigation. 

In  deciding  this  ca^,  the  Board  has  adopted  the  view  that  the  rate 
which  should  be  fixed  for  each  of  these  respective  services  is  such  rate 
as  is  reasonable  and  proper  in  the  light  of  the  service  performed,  and 
that  such  economic  advantages  or  disadvantages  as  exist  and  which  pro- 
duce competitive  problems  are  matters  for  adjustment  by  the  in- 
dividual parties  rather  than  by  the  Board. 

As  stated  the  rates  in  effect  for  the  haulage  of  ore  between  the 
points  involved  in  this  case  had  been  in  effect  for  a  considerable  period 
prior  to  the  date  of  the  first  increase  (June  Ist,  1917),  and  also  had 
some,  even  if  not  an  exact,  relation  to  a  schedule  of  rates  estal)lished 
in  accordance  with  a  formula  cited  by  the  Interstate  Commerce  Com- 
mission in  the  B.  Nicoll  &  Company  case.  Similarly,  certain  rates  on 
competitive  ore  had  also  been  in  effect  for  an  extended  period  prior  to 
June  1st,  1917.  The  Board,  therefore,  feels  justified  in  concluding 
that  throughout  this  extended  period  the  general  freight  rate  fabric 
was  so  adjusted  as  between  the  different  ores  as  to  properly  recognize 
the  relative  values  of  the  services  performed  and  to  create  at  least  a 
favorable  presumption  as  to  the  reasonableness  of  the  rates  them- 
selves. 

That  there  were  differences,  possibly  economic,  in  the  factors  in- 
volved and  in  the  value  and  cost  of  the  service  is  evidenced  by  the  fol- 
lowing comparison.  The  first  of  the  three  main  columns  in  this  table 
shows  the  so-called  "basic"  rates  (in  effect  up  to  May  31st,  1917).  The 
column  following  shows  what  these  rates  would  have  been  had  they 
been  fixei^  exactly  in  accordance  with  the  formula  referred  to  in  the 
decision  in  the  B.  Xicoll  and  Company  case,  while  the  third  column 
.shows  the  ratio  of  the  actual  rate  to  the  hypothetical  rate  which  would 
have  been  produced  by  the  strict  application  of  such  formula. 
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Computed  Ratio  of 

Rate  in  as  in  Actual  Rate  to 

Effect         B.  Nicoll&Co.  B.  NicoU&Co. 
Haul  Distance  May  Slst.  1917         Case  Rate 

(Miles)         (Cents)  ((Vuts)  (Per  Cent.) 

Ringwood  to  Wharton 33  (50  48  125 

Ringw'ood   to  Oxford  Fur- 
nace         60  7r»  (m  115 

Ringwood  to  Xetcong 46  60  rui  113 

Oxford    Furnace    to    Net- 

cong 23  30  43  70 

Mines     to      Upper     Lake 

ports 75  ♦  55 

Less  handling 05 

Balance  for  transportation 

service  50  71  70 

Lower  Lake  ports  to  Net- 

cong 35(»  1  45 

Less  handling 05 

Balance  for  transportation 

service 1  40  2  23  63 

Mines  (Lake  Superior)  to 

Xetcong 425  2  00 

Less  handling 10 

Balance  for  transportation 

service 1  00  2  64  T2 

( With       4      terminal 
movements)    2  04 

♦  Estimated  average  haul  on  distances  shown  in  Ofticial  Railway  Guide. 

A  study  of  this  table  warrants  the  conclusion  that  some  basic  differ- 
ences in  the  character  of  service  were  recognized.  The  Ringwood  to 
Wharton  rate  is  125  per  c^nt.  of  a  theoretically  correct  rate  for  that 
haul  while  the  rate  fixed  for  the  haulage  of  freight  from  the  lower 
Lake  ports  to  Netcong  is  but  63  per  cent,  of  a  theoretically  correct  rate 
on  the  B.  Nicoll  &  Company  fonnula.  Similarly  the  Oxford  Furnace 
to  Xetcong  rate,  which  is  one  of  the  short  hauls,  is  but  70  per  cent, 
of  the  theoretically  correct  rate.  In  the  case  of  this  latter  rate,  the 
evidence  makes  it  appear  that  it  may  have  l>een  fixed  at  what  would 
otherwise  appear  to  Ik?  a  low  figure  in  the  light  of  a  special  service  per- 
formed by  the  Pohatcong  Railroad  prior  to  the  delivery  of  the  freight 
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to  the  rail  carrier.  This  special  service,  so  called,  and  the  rate  there- 
for is  not  at  issue  in  this  proceeding.  Items  for  "handling''  have  been 
deducted  in  connection  with  the  Lake  Superior  ore  for  the  reason  that 
this  is  a  special  service  not  directly  related  to  the  transportation  of  the 
ore  and  which  is  separately  provided  for  in  the  more  recent  tariffs. 
The  amount  for  such  service  has  been  deducted  in  order  to  produce  a 
more  exact  comparison  with  the  service  performed  incident  to  the  New 
Jersey  ore. 

It  is  not  tJie  intention  of  the  Board  to  hold  that  the  foregoing  differ- 
entials are  axact  or  are  to  be  rigidly  adhered  to.  For  tlie  purposes  of 
this  case,  however,  the  Board  adopts  the  view  that  their  unchallenged 
acceptance  over  a  period  of  years  by  both  the  carriers  and  the  rate 
payers  creates  a  presumption  in  their  favor  unless  conditions  under 
which  one  or  another  of  the  services  were  performed  have  changed 
materially.  The  evidence  on  this  subject  is  to  the  effect,  however,  that 
there  has  been  no  material  change. 

The  main  difficulty  in  this  case  and  the  situation  which  apparently 
produces  the  complaint  as  to  discrimination  arises  from  the  fact  that 
such  increases  as  were  applied  were  not  proportionately  made. 

The  first  increase  was  a  flat  increase  of  15  cents.  This  constituted 
only  a  7  1-2  per  cent,  increase  over  the  rail  rate  on  the  Lake  Superior 
ore,  but  produced  an  increase  varying  from  20  per  cent,  to  50  per  cent, 
over  the  rates  previously  in  effect  for  the  New  Jersey  intra-state  ores. 

The  second  increase  was  a  flat  increase  of  35  cents,  which,  together 
with  the  fifteen  cent  increase  above  mentioned  (and  an  increase  of 
eight  ctnts  on  a  portion  of  the  haul),  made  the  resultant  rate  for  the 
Lake  Superior  ores,  but  31  per  cent,  higher  than  the  "basic''  rate, 
whereas  a  similar  flat  increase  on  the  New  Jersey  intra-state  rates  pro- 
duced rates  for  these  movements,  which  were  respectively  60  per  cent., 
93  per  cent,  and  165  per  cent,  higher  than  the  "basic"  rates. 

Complainants  contend  that  this  35  cent  impost  on  all  iron  ore  was 
in  the  nature  of  a  tax  or  assessment  upon  the  commodity  in  the  in- 
terest of  securing  an  adequate  income  to  the  Federal  Government  in  its 
war  operations  of  the  railroads.  The  Board  is  of  the  opinion  that 
there  is  some  merit  in  this  contention  and  that  the  necessity  for  im- 
mediate relief  might  have  warranted  such  action  as  an  incident  to  tl>e 
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successful  prosecution  of  the  war.  It  is  also  of  the  opinion  that  such 
method  of  deriving  revenue  may  have  worked  no  material  hardship 
during  a  period  of  war  activity  when  heavy  demands  and  high  prices 
prevailed  for  products  manufactured  from  iron  ore.  With  the  return 
to  more  normal  conditions,  however,  the  Board  feels  that  such  in- 
equalities and  crudities  as  may  have  crept  into  the  rate  structure  as  a 
result  of  war  necessity  should  be  eliminal'Cd,  and  that  a  schedule  of 
rates  should  be  adopted  which  would  take  no  cognizance  of  unusual 
governmental  war-time  demands,  but  only  of  the  reasonable  cost  and 
worth  of  the  service  performed. 

The  next  increase  which  l>ecame  effective  was  a  40  per  c^nt.  in- 
crea^  provided  for  in  tariffs  effective  August  26tli,  1920.  It  is  sig- 
nificant in  this  connection  that  said  40  per  cent,  increase  was  ap- 
plied to  the  full  amount  of  the  Xew  Jersey  intra-state  rates  whereas 
it  was  only  applied  in  the  case  of  the  Lake  Superior  ores  to  the  por- 
tion of  the  haul  from  Buffalo  to  Xetcong,  the  rate  from  the  mines  to 
the  Upper  Lake  ports  not  being  affected.  As  the  Xew  Jersey  intra- 
state rates  are  being  compared  with  the  rates  for  the  through  haul  of 
Lake  Superior  ore  to  Xetcong,  this  had  the  effect  of  producing  a  fur- 
ther inequality  as  between  the  respective  rate  structures. 

In  October,  1921,  however,  the  carriers  voluntarily  eliminated  said 
40  per  cent,  increase  or  rather  make  a  28  per  cent,  decrease  from  the 
rate,  the  mathematical  result  being  substantially  the  same.  The  evi- 
dence makes  it  appear  that  it  was  the  intention  of  the  railroads  to 
adhere  to  this  lower  rate  schedule,  and  that  said  carriers  would  have 
done  so  except  that  they  were  refused  permission  so  to  do  by  the  Inter- 
state Commerce  Commission  following  a  complaint  or  complaints  filed 
by  ceriain  steel  producing  interests  outside  the  State.  The  steel  in- 
terests w^hich  have  complained  to  the  Interstate  Commerce  Commis- 
sion are  situated  at  the  lower  Lake  ports,  are  not  called  upon  to  pav 
any  of  the  freight  rates  involved  in  this  proceeding  or  the  freight  rate 
on  Lake  Superior  ore  from  mines  to  Xetcong.  Said  interests  ap- 
parently desire  to  maintain  their  competitive  advantage  by  having 
the  high  freight  rates  on  iron  ore  to  other  steel  producing  centres 
continued.  In  view  of  this,  the  maintenance  of  the  higher  schedule 
of  rates  pending  the  necessary  hearings  and  determination  by  the 
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Interstate  Commerce  Commission  results  in  an  artificial  situation 
which  might  visit  a  considerable  liardship  upon  the  Xew  Jert^ey  iron 
and  steel  producing  interests.  The  Board,  therefore,  in  its  compari- 
son as  between  the  rates  involved  in  this  proceeding  and  the  rates  in 
effect  for  the  ore  from  Lake  Superior  mines  to  Xetcong,  has  adopted 
the  standard  which  prevailed  before  the  recent  28  per  cent,  decrease 
was  suspended. 

The  following  table  shows  what  the  rates  on  iron  ore  between  the 
Xew  Jersey  intra-state  points  involved  are  required  to  be  in  order  that 
they  may  be  consistent  with  the  rates  for  the  rail  portion  of  the  haul 
on  ore  from  the  Lake  Superior  mines  to  Xetcong. 

The  fii*st  column  of  this  statement  assumes  that  the  rail  portion  of 
the  "basic"  rate  in  effect  May  31st,  1917,  from  the  Lake  Superior 
mines  to  Xetcong  is  equal  to  100  per  cent.,  and  that  the  other  "basic" 
rates  in  effect  between  the  Xew  Jersey  intranstate  points  were  estab- 
lishd  with  the  proper  relation  thereto,  the  percentage  relation  of  each 
of  such  rates  to  the  rate  for  the  longer  haul  in  the  "basic"  schedule 
l>eing  set  forth. 

The  second  column  shows  the  rates  which  were  actually  in  effect  on 
December  31st,  1921,  prior  to  the  reinstatement  of  the  40  per  cent, 
increase. 

The  third  column  shows  the  rates  which  apply  for  the  Xew  Jersey 
intra-state  traffic  on  the  assumption  that  the  rate  from  the  Lake  Su- 
perior mines  to  Xetcong  is  reasonable  and  that  the  percentage  relation 
which  existed  in  the  "basic"  schedule  should  be  preserved  for  appli- 
cation to  the  present  haul  of  freight  between  X'ew  Jersey  intra-state 
points. 

The  fourth  column  is  merely  rounded  out  from  the  odd  amounts 
produced  by  the  mathematical  computation,  and  shows  in  effect  the 
rates  which  this  formula  indicates  to  be  the  proper  ones. 
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Ratio  of 
Actual  Rate  Rates  Con- 
to  Rail  Kate  Rates  in     sistent    with 
Ijake  Superior  effect       Through  Rail 
Dis-  Mines  to  Net-  December  RateonSupe-  Rounded 
Haul                  tance         cong  *  8l8t,  1021        rior  Ore           out 
(Miles)  (Percent.) 
Ringwood  to  Wharton..     33        .31.58  $1.11               $.7S)            ^f.SO 
Ringwood     t  o     Oxford 

Furnace GO          39.47  1 .  21                 .m>            1 .00 

Ringwood  to  Netcong. . .     46          31.58  1.11                 .71)               .80 
Oxford  Furnace  to  Net- 

i^ng 23           15. 7J)  0.805               .31)                .40 

Mines    to    Upper    Lake 

poi-ts    75  1 .00 

Less  handling .05 

Balance  for  transporta- 

tion  service   26.31  $0.1)5              $.66 

Lower    I^ke     i)orts     to 

NVtcong    350  $1.61 

I^ss  handling .06 

Balance  for  transporta-  - — 

tion  service   73.60  $1 .55             .$1 .84 

Mines   (Lake   Superior) 

to  Xetcong   425  $2.61 

Less  handling .11 

Balance  for  transiwrta- 

tion.  service    (with    4  

terminal  movements),                100.00  $2.50            $2.50 

*  In  accordance  with  **ba8ic"  figures  in  eflFect  at  and  prior  to  May  31st,  1017- 

The  Xew  Jersey  intra-state  rates  involved  cover  transportation  of 
traffic  for  short  hauls.  It  is  axiomatic  that  the  cost  per  ton  or  per 
ton  mile  for  short  haul  traffic  is  considerably  in  excess  of  that  for 
traffic  having  an  extended  haul.  While  an  infinitude  of  items  is 
responsible  for  the  differences  which  should  exist  between  haulage 
in  these  two  classes,  that  is  long  and  short  haul,  the  principal  reason 
is  that  relatively  expensive  terminal  movements  are  involved  in  each 
and  must  be  absorbed  out  of  the  amount  of  freight  collected,  whether 
the  revenue  is  large  or  small. 

Xo  evidence  was  offered  in  the  case  as  to  the  cost  of  performing 
terminal  charges  but  ^fr.  Chapman,  General  Freight  Agent  for  the 
Erie  and  for  the  Su??quehanna  Railroads,  testified  that  the  tariff 
charge  for  performing  switching  ser\'ice  between  the  Lackawanna 
and  Erie  Railroads  at  Mountain  View   (one  of  the  points  involved 
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in  several  of  the  movements  under  discussion  here),  is  from  $5.00  to 
$7.00  per  ear. 

The  Board  recognizes  that  this  switching  charge  between  the  two 
carriers  at  a  junction  point  might  cover  a  service  somewhat  dis- 
similar to  that  performed  at  an  originating  or  a  delivery  point.  It 
i.s  nevertheless  an  index  to  the  measure  of  the  cost  or  value  of  ser- 
vices having  similar  general  characteristics.  Carrier  respondents  only 
undertook  to  show  in  one  instance  that  the  operation  involved  here 
was  more  costly  than  elsewhere.  But  the  showing  was  not  completely 
convincing  as  the  Erie  Railroad  engine  alleged  to  be  assigned  specifi- 
cally to  the  Ringwood  Company  services  performs  revenue  producing 
work  other  than  that  covered  by  the?e  rates,  including  the  separately 
billed  switching  service  Ijetween  the  Cannon  and  Peters'  mines.  As- 
suming that  $7.00  per  car  is  a  fair  allowance  for  services  performed 
at  the  originating  and  delivery  points,  and  accepting  the  reasonable- 
ness of  the  present  tariff  charge  for  switching,  calculations  have  been 
made  as  shown  in  the  following  table  for  the  purpose  of  ascertaining 
whether  or  not  the  rate?  ariived  at  by  the  method  which  the  Board 
has  first  utilized  herein,  respond  to  te  test  of  reasonableness.  This 
second  study  distinguishes  between  the  two  services  performed  in- 
cident to  each  haul  ihfii  is,  the  haulage  service  and  the  non-haulage 
service. 

Fifty  tons  per  car  is  assumed  as  the  average  load,  based  on  the 
evidence  of  Mr.  Chapman  at  page  153  of  the  testimony,  and  based 
upon  the  average  loading  per  car  as  shown  in  the  verified  annual 
reports  filed  with  the  Commission  by  thd  Erie  Railroad  and  the 
Lackawanna  Railroad  for  the  year  ended  December  31st,  1920.  Tn 
this  table,  the  amount  of  the  freight  bill  which  would  result  from  the 
a])plication  of  the  raie>  heretofore  worked  out  to  a  50-ton  car  load 
of  iron  ore  is  subdivided  between  that  portion  vvliicli  would  be  ap- 
])licable  for  haulage  charges  and  that  which  would  be  applicable  to 
non-haulage  service.  Each  of  the  terminal  and  switching  movements 
involved  is  calculated  at  $7.00  per  car  per  movement,  the  remainder 
being  assigned  for  the  non-haulage  services.  This  is  then  reduced  to 
a  per  ton  and  a  pen  ton  mile  basis  and  the  results  arrived  at  are  com- 
|)ared  with  the  standard  used  by  the  Interstate  Commerce  Commis- 
sion in  the  B.  Nicoll  &  Company  case. 

The  results  are  fully  set  forth  and  speak  for  themselves : 
29 
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It  will  be  noted  that  the  rates  heretofore  worked  out  in  this,  report, 
or  opinion  of  the  Board,  show  results  which  are,  with  an  exception 
hereinafter  referred  to  separately,  from  40  per  cent,  to  87  per  cent, 
higher  than  the  B.  Nicoll  &  Company  case  standard  for  non-haulage 
service  and  from  32  per  cent,  to  109  per  cent,  higher  than  the  B. 
Nicoll  &  Company  standard  for  haulage  service.  The  haul  from 
Ringwood  to  Wharton  is  ?hown  in  two  ways  for  the  reason  that  the 
freight  can  be  moved  along  either  route,  one  haul  involving  one  more 
switching  movement  than  the  other.  The  somewhat  unnatural  flow 
of  the  freight  when  taken  over  the  Susquehanna  may  be  caused  by 
the  fact  that  the  ore  originates  on  the  Erie  Railroad  Company  and 
that  by  delivering  said  ore  to  the  affiliated  Susquehanna  Railroad,  it 
can  in  the  aggregate  probably  secure  a  larger  share  of  rate  than  it 
could  be  making  delivery  to  the  non-affiliated  Lackawanna. 

The  exception  referred  to  in  the  above,  involves  the  rate  between 
Oxford  Furna<>e  and  Xetcong,  which  was  originally  set  at  30  cents 
and  which  in  the  revised  tabl^  works  out  at  40  cents.  As  stated 
hereinbefore,  this  low  rate  was  doubtless  established  in  the  light  of 
unusual  conditions,  probably  those  attendant  upon  the  delivery  of  ore 
to  the  Lackawanna  by  the  Pohatcong  Railroad  which  makes  an  in- 
dependent charge  for  such  service.  Such  peculiar  circumstances  as 
may  exist  in  connection  with  the  movement  of  this  ore  were  not  com- 
pletely developed  in  the  evidence,  although  an  exhibit  filed  contained 
a  description  of  the  service  performed.  This  makes  it  appear  that  the 
terminal  service  at  the  originating  point  may  be  a  less  complete 
service  than  is  usually  rendered,  and  this  may  justify  the  relatively 
low  rate  which  has  always  prevailed  for  this  haul. 

The  foregoing  rates  have  been  arrived  at  by  making  calculations 
which  ignored  the  40  per  cent,  increase  which  was  put  in  effect  as  a 
result  of  I.  C.  C.  Ex  Parte  No.  74.  In  permitting  the  application 
of  this  increase  to  intra-state  rates  the  Board  did  not  hold  that  such 
increase  would  result  in  just  and  reasonable  rates  upon  all  classes  of 
commodities  affected.  Reference  was  made  at  the  time  to  protests 
against  increases  in  rates  on  shipments  of  iron  ore  between  New  Jer- 
sey points  and  the  Board  stated  that  if  the  complainants  so  desired 
it  would  aflPord  them  hearing  on  application  to  reduce  these  rates. 
In  another  case  recently  decided  by  it,  the  Board  -was  called  upon  to 
consider  rates  resulting  from   the  application  of  this  40  per  cent. 
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increase  for  the  transportation  of  ^sand,  gravel  and  broken  stone. 
After  weighing  the  evidence  in  that  proceeding,  the  Board  rendered 
its  decision  on  ^fay  25th,  1921,  and  held  therein  that  in  its  opinion 
an  increase  equal  to  15  per  cent,  of  the  rates  previously  in  effect  was 
warranted.  In  its  calculations  incident  to  the  instant  case,  the  Board 
has  endeavored  to  eliminate  the  inequalities  which  crept  into  the 
intra-state  rate:*  for  iron  ore  as  a  result  of  the  several  flait  increases 
made  heretofore,  but  it  finds  no  reason  why  the  conclusion  reached 
by  it  in  the  Sand  and  Gravel  case  should  not  also  be  applicable  here. 

Therefore,  it  has  concluded  that  to  the  rates  shown  by  the  calcula- 
tions made  heretofore  in  this  opinion  should  be  added  amounts  equal 
to  15  per  cent.,  said  15  per  cent,  increase  being  allowed  in  lieu  of  the 
40  per  cent,  increase  embodied  in  I.  C.  C.  Ex  Parte  No.  74. 

The  results  are  as  follows: 

Rate  as 
Hereinbefore 
From  To  Developed 

(CentK) 

Ringwood    Oxford  Furnace  . .       $1 .00 

Ringwood    Wlharton 80 

Ringwood    Xetcong SO 

Oxford  Furnace  . .  Xetcong 40 


Add   15 

Rounded 

per  cent. 

Total 

out 

(Outs) 

(Cents) 

(Cents) 

15 

$1.15 

$1.15 

12 

92 

95 

12 

92 

95 

6 

46 

50 

The  rates  appearing  in  the  last  column  above,  recognize  substan- 
tially the  same  differentials  which  existed  in  the  rate  structure  ap- 
plicable for  an  extended  period  prior  to  the  first  of  the  increases. 
They  also  provide  percentage  increases  as  great  as  or  greater  than  the 
percentage  increases  embodied  in  the  rail  freight  rate  on  ores  from 
Lake  Superior  mines  to  Netcong  at  December  31st,  1921,  with  an 
additional  15  per  cent,  added.  They  are  also  generally  consistent  with 
rates  charged  by  respondent  and  other  carriers  for  comparable  intra- 
state hauls  in  New  Jersey  of  iron  ore  and  other  commodities  having 
like  general  characteristics. 

The  Board  finds  and  determines  that  the  rates  complained  of  in 
this  proceeding  are  unjust  and  unreasonable  and  that  the  following 
would  be  just  and  reasonable  rates  for  the  transportation  of  iron  ore 
between  the  points  named,  to  wit: 

Ringwood  to  Oxford  Furnace $1 .  15  per  gross  ton. 

Ringwood  to  Wharton    -55  per  gross  ton. 

Ringwood  to  Netcong 95  per  gross  ton. 

Oxford  Furnace  to  Netcong 50  per  gross  ton. 
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In  the  opinion  of  the  Board,  said  rates  adequately  recognize  in- 
creased costs  of  railroad  operation  and  are  reasonable  for  the  service 
to  be  rendered  incident  to  each  of  the  respective  services  involved. 
An  order  will  be  made  requiring  the  filing  and  publication  of  tariffs 
providing  that  these  rates  per  gross  ton  be  charged  for  the  haulage 
of  iron  ore  between  the  points  shown. 

Dated  February  15th,  1922. 


OBDER. 

This  matter  having  been  duly  heard,  and  the  Board  having  on  the 
date  hereof,  made  and  filed  a  report  stating  its  findings  of  fact  and 
conclusions  thereon,  which  report  by  reference  thereto  herein  is  made 
part  hereof,  the  Board 

Hereby  orders  and  directs  the  Delaware,  Lackawanna  and 
Western  Railroad  Company,  the  Erie  Railroad  Company,  the  New 
York,  Susquehanna  and  Western  Railroad  andi  the  Wharton  and 
Northern  Railroad  Company,  and  each  of  said  companies  to  file  and 
publish  tariffs  on  or  before  April  1st,  1922,  and  thereafter  to  main- 
tain and  apply  to  the  transportation  of  iron  ore,  in  carloads,  from 
and  to  points  named  herein,  rates  per  gross  ton  not  in  excess  of  the 
following : 

Ringwood  to  Wharton    95  cents. 

Ringwood  to  Oxford  Furnace   $1 .  15 

Ringwood  to  Netcong   95  cents. 

Oxford  Furnace  to  Netcong 50  cents. 

This  order  shall  become  effective  March  15th,  1922. 
Dated  Februarj-  15th,  1922. 
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No.  963. 

In  the  Matter  of  the  Condition  of  Bridge  of  the  Belvidere- 
Delaware  Bridge  Company  at  Belvidere,  Xew  Jersey. 

upon  the  record  in  thia  matter  and  after  considering  the  evidence  adduced 
the  Board  concludes  that  the  bridge  of  the  Belvidere-Delaware  Bridge  Company 
crossing  the  Delaware  River  at  Belvidere,  Xew  .Jersey,  is  unsafely  kept  and 
maintained  by  the  said  company ;  that  the  said  bridge  is  in  such  condition  as 
to  be  dangerous  to  the  public ;  and  that  it  is  desirable  foi*  the  public  interoj^t 
and  safety  that  repairs  be  made.     Such  repairs  are  ordered. 

William  J,  Burd,  for  the  Company. 

Charles  A,  Mead,  for  the  Commission. 

A  report  dated  January  30th,  1922,  signed  by  Charles  A.  Mead, 
Chief  Engineer,  Division  of  Bridges  and  Grade  Crossings,  was  sub- 
mitted to  the  Board.  This  report  was  of  the  annual  inspection  of 
the  toll  bridge  over  the  Delaware  River  at  Belvidere,  New  Jersey, 
belonging  to  the  Belvidere-Delaware  Bridge  Company.  This  report 
contained  certain  recommendations:  (1)  for  work  to  be  done  im- 
mediately; (2)  for  work  to  be  done  before  April  1st,  1922,  and  (3) 
for  work  to  be  done  before  June  1st,  1922.  A  copy  of  this  report  was 
sent  by  the  Board's  secretary-  to  L.  DeWitt  Taylor,  secretar}'  of  the 
Belvidere-Delaware  Bridge  Company  on  February  2nd,  1922,  with  a 
letter  in  which  it  was  stated : 

"From  the  engineer's  report  upon  this  bridge  it  would  ap- 
pear that  the  company  is  not  justified  in  keeping  it  open  for 
travel  in  its  present  condition.  If  after  receiving  the  report 
of  the  Board's  engineer  the  company  does  not  close  the  bridge 
for  traffic  until  tlie  repairs  recommended  as  immediately  neces- 
sary are  made  it  would  seem  upon  the  face  of  it  that  it  is 
taking  an  undue  risk. 

"The  Board  will  meet  at  the  State  House,  Trenton,  on 
Tuesday,  February  14th,  at  11  a.  m.  It  desires  to  have  present 
at  that  time  and  place  a  representative  of  the  bridge  company 
who  will  explain  why  the  recommendations  of  the  Board's 
engineer  made  in  the  past  have  been  di. -regarded,  and  who  will 
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state  also  what  action  the  company  has  taken  toward  making 

the  immediate  repairs  which  appear  to  be  necessary  in  order 

that  the  bridge  may  be  used.'^ 

On  Tuesday,  February  14th,  1922,  Mr.  William  J.  Burd,  treasurer 

of  the  company,  appeared  before  the  Board  at  the  time  and  place 

mentioned  and  stated  that  the  backwall  had  been  cut  away,  but  that 

the  company  had  taken  no  further  steps  toward  carrying  out  the 

recommendations  contained  in  the  report  of  the  Board's  engineer. 

Mr.  Mead  testified  to  tlie  effect  that  the  bridge  in  its  present  con- 
dition is  unsafely  and  improperly  kept  and  maintained  by  the  com- 
pany owning  and  operating  it  and  is  dangerous  to  public  travel.    No 
expert  testimony  was  offered  to  the  contrary. 
Chapter  298,  N.  J.  P.  L.  1913,  provides: 

"In  addition  to  the  powers  already  vested  in  the  Board  of 
Public  Utility  Commissioners  by  the  act  to  which  this  is  a 
supplement,  the  s^aid  Board  ^hall  be  vested  with  power,  and 
it  shall  be  their  duty  to  investigate  the  conditions  and  charges, 
rates  and  exactions  now  existing  in  the  management  and  op- 
eration   of    the    toll    bridges    now    existing    in    this    State, 
whether    located    entirely    within    this    State,    or    connect- 
ing this  State  with  any  adjoining  State  and  where,  in  their 
judgment,  after  proper  investigation  upon  their  own  initiative 
or  upon  petition  by.  at  least  ten  freeholders  in  any  county 
wherein  ^uch  bridge  or  bridges  are  located,  they  shall  con- 
clude that  the  said  bridges  are  unsafely  or  improperly  kept 
and  maintained  by  the  operating  company  so  as  to  be  danger- 
ous to  the  public,  the  said  Board  shall  have  power  to  order 
to  the  operating  company  at  its  own  expense  to  make  such 
necessary  alterations  or  repairs  in  the  construction  of  said 
bridge  and   its  appurtenances   as  to  such   Board  of   Public 
Utility   Commi-ssioners   may    seem    desirable   for   the .  public 
interest  and  safety." 
Upon  the  record  in  this  matter  and  after  considering  the  evidence 
adduced  at  the  hearing  referred  to  herein,  the  Board  concludes  that 
the   bridge   of   the   Belvidere-Delaware   Bridge    Company,   crossing 
the  Delaware  River  at  Belvidere,  New  Jersey,  is  unsafely  kept  and 
maintained  by  the  said  company ;  that  the  said  bridge  is  in  such  con- 
dition as  to  be  dangerous  to  the  public;   and  that  it  is  desirable  for 
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the  public  interest  and  safety  that  alterations  and  repairs  shall  be 
made  as  follows: 

1.  Repair  or  rebuild  the  east  abutment. 

2.  Provide  proper  clearances  and  means  for  expansion  for  the  east 

span. 

3.  Rivet  or  bolt  stringers  to  the  floor  beams  throughout  the  entire 

length  of  the  bridge. 

4.  Replace  stone  in  second  pier  from  the  New  Jersey  end  of  the 

bridge. 

5.  Repair  nosing  of  the  third  pier  from  the  Xew  Jersey  end  of  the 

bridge. 
In  making  repairs  and  alterations  the  east  abutment  and  east  span 
referred  to  should  be  repaired  at  once. 

An  order  in  accordance  with  the  foregoing  will  be  entered. 
Dated  February  15th,  1922. 

ORDER. 

This  matter  having  been  duly  heard  and  the  Board  having  on  the 
date  hereof  made  and  filed  a  report  containing  its  findings  of  fact 
and  conclusions  thereon,  which  report  by  reference  thereto  herein  is 
made  part  hereof,  the  Board 

Hereby  orders  and  directs  the  Belvidere-Delaware  Bridge  Com- 
pany to  make  the  following  repairs  to  its  toll  bridge  crossing  the 
Delaware  River  at  Belvidere,  New  Jersey,  to  wit : 

1.  Repair  or  rebuild  the  east  abutment. 

2.  Provide  proper  clearances  and  means  for  expansion  for  the  east 

span. 

3.  Rivet  or  bolt  stringers  to  the  floor  beams  throughout  the  entire 

length  of  the  bridge. 

4.  Replace  stone  in  second  pier  from  the  New  Jersey  end  of  the 

bridge. 

5.  Repair  nosing  of  the  third  pier  from  the  New  Jersey  end  of  the 

bridge. 

The  work  called  for  herein  should  be  begun  at  once  and  completed 
at  the  earliest  practical  date.  In  doing  the  work  called  for,  repairs 
to  the  east  abutment  and  east  span  should  be  given  precedence 

This  order  shall  be  effective  at  once. 

Dated  February  15th,  1922. 
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No.  964. 

In  the  Matter  of  the  Application  of  the  Xewton  Gas  Com- 
pany FOE  Increased  Eates. 

1.  An  agreement  was  reached  after  conference  between  representative  of  a 
gas  company  and  of  the  municipality  served  which  provided  for  increased 
rates  and  improved  service. 

2.  The  Board  finds  that  the  rates  agreed  upon  are  reasonable  and  fair  to 
both  parties  concerned  and  probaWy  as  low  as  the  Board  would  have  been 
justified  in  ordering  put  into  effect  after  further  and  possibly  protracted 
hearings. 

3.  The  rates  agreed  upon  are  authorized  subject  to  the  condition  that  plant 
improvements  be  made  and  that  the  installation  and  maintenance  of  meters 
and  services  from  main  to  curb  will  be  at  the  expense  of  the  company. 

Hedley  Y.  Cooke,  of  Cooke  &  Marvin,  for  the  Petitioner. 

Chas,  T,  Dovming,  Levi  H.  Morris  and  Henry  T,  Kays,  for  the 
Board  of  Trade  and  Town  Committee  of  Newton. 

W,  W,  Roe,  for  the  Newton  Board  of  Trade. 

The  application  in  this  matter  was  filed  on  December  22d,  1921, 
and  hearings  were  held  at  Newton,  N.  J.,  on  January  20th,  1922, 
and  at  Newark,  N.  J.,  on  February  7th  1922.  The  schedule  of  rates 
in  effect  at  the  present  time  is  as  follows : 

For  lighting  alone    $1 .  75  per  M  cu.  ft. 

For  lighting  and  fuel  1 .00  per  M  cu.  ft. 

For  fuel   alone    1.H5  per  M  cu.  ft. 

Discount  of  15c  per  M  cu.  ft.  allowed  if  bills  are  paid  on  or  before  the  10th 
of  the  month. 

Minimum  charge  of  25c  per  month  per  meter. 

The  schedule  of  rates  proposed  in  the  petition  is  as  follows : 

For  the  first  3.000  cubic  feet,  $2.35  per  M  cu.  ft. 
For  the  next  4,000  cubic  fec-t,  2.30  per  M  cu.  ft. 
For  the  next  8.000  cubic  feet,  2.20  per  M  cu.  ft. 
For  the  next  25,000  cubic  feet,  2.10  per  M  cu.  ft. 
For  all  over  40,000  cubic  feet,  2.00  per  M  cu.  ft. 
$2.35  per  M.  cu.  ft.  for  all  gas  furnished  through  prepayment  meters. 
A  minimum  charge  of  $1.00  per  month  per  meter. 
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The  Newton  Gas  Company,  or  rather  its  predecessor  companies, 
have  had  a  rather  checkered  career,  having  heen  operated  by  a 
receiver  for  several  years  and  having  been  finally  sold  and  reorganized. 
The  property  was  purchased  by  the  present  management  late  in  the 
fall  of  1921  for  the  sum  of  $78,000.  This  sale  was  based  on  an  in- 
ventory and  appraisal  of  the  property  and  the  valuation  was  at  that 
time  approved  by  this  Board. 

From  the  statements  which  were  attached  to  the  company's  petition 
and  from  the  exhibits  which  were  introduced  at  the  first  hearing,  it 
was  quite  apparent  that  the  petitioner  needed  a  material  increase  in 
its  rates  in  order  to  assure  the  continued  operation  of  its  plant.  It 
was  also  conceded  by  all  parties  interested  in  this  case  and  also  known 
to  this  Board  at  the  time  the  property  was  purcha^-ed,  that  an  imme- 
diate expenditure  of  several  thousand  dollars  was  necessary  in  order 
to  make  certain  that  there  should  be  no  interruption  in  the  service 
which  was  being  rendered.  These  expenditures  were  made  necessary 
by  the  failure  of  the  prior  management  to  properly  maintain  its  plant, 
which  failure  was  probably  due  in  part  to  the  fact  that  the  rates  which 
h^ve  been  paid  for  gas  during  several  years  past  have  been  inadequate. 

At  the  first  hearing  the  representatives  of  Xewton  indicated  their 
willingness  to  pay  a  fair  price  for  the  service  which  was  rendered  by 
the  petitioner  and  subsequently  to  the  hearing  engaged  the  services 
of  a  competent  engineer  to  investigate  the  application  of  the  peti- 
tioner, the  exhibits  and  available  records  at  the  office  of  this  Board 
with  respect  to  the  operation  of  the  petitioner's  plant. 

Several  conferences  were  held  with  the  Board's  engineer  between 
the  dates  of  the  first  and  second  hearings.  On  the  day  of  the  second 
hearing  a  conference  was  held  between  all  the  parties  in  interest  and 
the  Board's  engineers;  due  to  the  spirit  of  co-operation  existing 
between  the  parties  concerned,  an  agreement  was  reached  with  respect 
to  the  rates  and  service  to  be  furnished  by  the  Newton  Gas  Company. 

The  Board  is  of  the  opinion  that  the  rates  which  have  been  agreed 
upon  are  reasonable  and  fair  to  both  parties  concerned  and  that  these 
rates,  which  are  lower  than  the  schedules  filed  by  the  company,  are 
probably  as  low  as  this  Board  would  have  been  justified  in  ordering 
put  into  effect  after  further  and  possibly  protracted  hearings  on  this 
matter. 
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The  Board  wi^he}^  to  commend  the  good  judgment  of  the  municipal 
representatives  in  making  it  possible  to  render  a  speedy  decision  in 
this  case  without  the  expenditure  of  a  great  amount  of  time  on  the 
part  of  the  Board  and  its  representatives  and  expense  on  the  part  of 
the  public  whom  they  represent ;  and  also  to  commend  the  company 
for  its  willingness  to  endeavor  to  render  adequate  service  to  this 
community  at  a  lower  price  than  was  considered  necessary  by  it  in 
order  to  meet  the  wishes  of  the  representatives  of  the  public  whom 
they  serve. 

conclusions. 

The  Board  therefore  concurs  in  the  rate  schedule  which  has  been 
agreed  upon  as  mentioned  above,  and'  finds  and  determines  as  fol- 
lows: 

1.  That  the  petitioner  should  be  afforded  relief  by  increased  rates. 

2.  That  the  petitioner  may  file  the  following  schedule  of  rates 
effective  for  all  bills  rendered  on  and  after  March  let,  1922,  for  sales 
since  the  January  meter  readings.  This  schedule  is  to  supersede, 
by  mutual  coment  of  all  parties  concerned,  the  rates  filed  in  the  com- 
pany's petition. 

For  the  first     5,000  ou.  ft.  per  month,  $2.30  per  M  cu    ft. 

For  the  next  12,000  <ni.  ft.  per  month,     2.20  per  M  cu.  ft. 

For  aU    over  15,000  cu.  ft.  per  month,     2.10  per  M  cu.  ft. 
A  prompt  payment  discount  of  10c  per  M  cu.  ft.  wUl  be  aHowed  for  payment 
within  ten  days  of  date  of  mailing  or  presentation  of  biH. 

AU  gas  served  through  prepayment  meters,  $2.20  per  M  cu.  ft. 
Minimum  charge  per  month  per  meter,  75c. 

Acceptance  by  the  company  of  the  increases  herein  allowed  will,  in 
accordance  with  the  agreement  reached  between  the  parties  at  in- 
terest, be  taken  as  a  stipulation. 

(a)  That  the  plant  will  be  put  into  a  condition  to  render  safe, 
adequate  and  proper  service  and  repairs  made  substantially  as  set 
forth  in  Exhibit  P-13  on  or  before  September  Ist,  1922. 

(b)  That  the  installation  and  maintenance  of  meters  and  services 
from  main  to  curb  will  be  at  the  expense  of  the  company. 

Dated  February  16th,  1922. 
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No.  965. 

In  the  Matter  of  the  Application  of  the  Delaware  and  Rari- 
TAN  Canal  Company,  Pennsylvania  Railroad  Company', 
Lessee,  to  Extend  the  Time  During  Which  the  Canal  May 
be  Closed  for  Repairs,  and  to  Abandon  Xight  Service 
Thereon. 

The  Board  concludes  that  the  period  for  closing  the  canal  for  navigation  as 
heretofore  determined  by  the  Board  is  rear-onable  and  the  petitioner  has  not 
established  any  new  fact  or  reason  to  change  the  previous  order  of  the  Board. 

W,  Holt  Apgar,  for  the  Petitioner. 

Thomas  H,  Hagerty,  for  City  of  New  Brunswick. 

Walter  D.  Cough,  for  City  of  Trenton. 

M.  D.  Warren,  for  Trenton  Chamber  of  Commerce. 

C  S.  Atkinson,  for  Board  of  Trade  of  Xew  Brunswick  and  Raritan 
Terminal  and  Water  Ways  Association. 

Russell  E.  Watson,  for  Middlesex  Transportation  Company. 

C.  H,  Price^  for  Atlantic  Refining  Co. 

W.  E.  Bernard  and  J.  0.  Cratvford,  for  Vessel  Owners'  and  Caj)- 
tains'  Association  of  Philadelphia,  Atlantic  Deeper  Water  Ways  As- 
sociation and  Canal  Transportation  Company. 

H,  W,  Miller,  for  Merchants'  Shipbuilding  Corporation. 

James  Hughes,  Jr.,  representing  Transportation. 

On  the  petition  of  the  Delaware  and  Raritan  Canal  Company^ 
Pennsylvania  Railroad  Company,  lessee,  application  was  made  to  this 
Board  to  keep  open  for  navigation  the  Delaware  and  Raritan  Canal 
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between  the  first  day  of  April  and  twentieth  day  of  December,  in 
each  year,  and  that  the  canal  be  kept  closed  for  navigation  between 
the  hours  of  7  p.  m.  and  7  a.  m. 

The  testimony  in  this  ease  does  not  disclose  a  reasonable  necessity 
for  granting  the  permission  prayed  for  in  the  petition.  On  February 
6th,  1912,  this  Board  ordered  the  applicants  not  to  close  the  canal 
but  only  a  portion  thereof  for  navigation  between  March  let  and 
December  20th  of  ever}-  calendar  year.  On  January  13th,  1914,  a 
further  order  of  this  Board  w^as  made  forbidding  the  closing  of  the 
canal  except  between  January  loth  and  February  15th  of  each  year. 
On  February  2d,  1914,  an  amendment  to  the  order  of  January  13th, 
1914,  was  made  by  the  Board  in  which  it  was  ordered  that  the  appli- 
cants shall  not  by  their  act  keep  the  tidal  basin  on  the  canal  at  New 
Brunswick  and  the  adjoining  level  from  which  said  basin  is  fed,  or 
either  of  them  closed  to  navigation  after  February  15th,  1914,  nor 
close  said  tidal  basin  or  the  adjoining  level  or  either  of  them  before 
January  15th  of  any  year  thereafter;  nor  keep  the  same  clewed  after 
February  15th  of  any  year  thereafter  unless  an  order  of  the  Board  on 
application  is  made  therefor. 

We  conclude  from  the  evidence  that  by  reasonable  effort  and  dili- 
gence the  petitidner  can  keep  the  canal  in  proper  repair  under  the 
present  schedule  of  operation  as  ordered  by  this  Board;  that  the 
work  contemplated  by  the  petitioner  to  locks  2,  7,  11  and  bridge  20, 
which  is  the  major  part  of  the  repairs,  can  easily  be  completed  with- 
out any  further  extension  of  the  time  for  closing  the  canal  against 
navigation.  As  to  the  question  of  earnings,  and  expenses,  the  Board 
further  finds  that  the  regulations  now  in  effect  for  the  operation  of 
the  canal  as  heretofore  ordered  by  this  Board  do  not  unnecessarily 
or  unreasonably  contribute  to  any  deficit  in  the  operation  of  the  canal 
and  more  particularly  is  this  true  when  the  Board  considers  its  lack 
of  power  to  control  the  tolls  and  rates  in  the  operation  of  the  canal, 
particular  reference  to  which  power  is  madei  in  the  report  of  this 
Board  under  date  of  February  6th,  1920. 

The  Board  concludes  and  determines  after  a  consideration  of  the 
evidence  in  this  case  that  the  period  for  closing  the  canal  to  naviga- 
tion as  heretofore  determined  by  the  Board  is  reasonable,  and  the 
petitioner  has  not  established  any  new  fact  or  reason  to  change  the 
previous  order  of  the  Board. 

Dated  February  28th,  1922. 


Digitized  byCjOOQlC 


462       Bepobts  of  Board  of  Public  Utility  Commessioners. 


Trenton,  Lawrenceville  and  Princeton  R.  R. — Settlement  of  Taxes. 


No.  966. 

Ix  THE  Matter  of  the  Application  of  the  Trenton^  Lawrence- 
ville AND  Princeton  Railroad  Company  and  Trenton,  Law- 
renceville AND  Princeton  Extension  Railroad  Company 
FOR  A  Compromise  and  Settlement  of  Taxes. 

1.  The  Board  is  asked  to  compromise  and  settle  taxes  assessed  under  mis- 
apprehension on  property  not  taxable  as  railroad  property,  the  time  for  appeal 
to  the  State  Board  of  Assessors  having  passed. 

2.  The  Board  is  authorized  by  statute  to  entertain  such  application  and 
"imakes  such  investigation  as  may  be  necessary  and  determine  whether  it  is 
in  the  public  interest  that  there  should  be  a  compromise  and  settlement  of  such 
arrears  of  taxes     ♦    »    * »' 

3.  The  Board  construes  the  words  "in  the  public  interest"  as  being  synono- 
mous  with  the  words  "in  the  interest  of  justice."  It  certainly  is  as  much  in  the 
interest  of  the  public  that  utilities  should  not  be  required  to  pay  more  than  is 
just  as  it  is  in  the  public  interest  to  require  that  they  should  not  receive  more 
than  is  just. 

4.  The  Board  reix)rts  that  taxes  assessed  $7,(K)0  for  the  year  1020  should 
be  compromised  in  the  amount  of  $5,0(K». 

Edgar  W,  Hunt,  for  the  Petitioners. 

William  I,  Nemcom,  Deputy  Attornej  General,  for  tlie  State. 

To  His  Excellency,  Hoiwrahle  Edward  I.  Edwards,  Governor  of  the 
State  of  New  Jersey: 
The  Board  of  PuWic  Utility  Commissioners  has  heard  the  follow- 
ing application  and  respectfully  submits  its  report  thereon. 

The  petition  asks  that  the  Board  shall  arrive  at  a  determination  as 
to  the  amount  of  taxes  which  should  be  paid  by  the  petitioners  for  the 
year  1920  in  accordance  with  the  jurisdiction  conferred  upon  the 
Board  by  chapter  81  of  the  Laws  of  1915,  as  amended  by  chapter 
222  of  the  Laws  of  1916.    That  act  provides,  among  other  things: 

«♦  *  *  any  railroad  corporation  of  this  State  where  taxes 
have  been  levied  under  a  misapprehension  or  error,  and  the 
time  for  appeal  has  passed  before  the  fact  is  discovered,  and 
taxes  not  paid,  may  make  application  to  the  Board  of  Public 
Utility  Commi^ioners  to  fix  and  determine  an  amount  to  be 
paid  to  the  State  of  New  Jersey  in  compromise  and  satisfac- 
tion of  taxes  levied  upon  property  of  such  insolvent  or  other 
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corporation,  under  the  act  to  which  this  is  a  supplement  or 
under  anv  supplement  or  amendment  to  said  act,  which  taxes 
may  be  in  arrears  at  the  time  of  such  application,  and  authority 
is  hereby  conferred  upon  .said  Board  of  Public  Utility  Com- 
missioners to  entertain  such  application,  make  such  investiga- 
tion as  may  be  necessary,  and  determine  whether  it  is  in  the 
public  interest  that  there  should  be  a  compromise  and  settle- 
ment of  such  arrears  of  taxes,  and  if  so  at  what  amount  and 
whether  such  amount  should  be  payable  all  at  one  time  or  in 
installments,  with  or  without  interest,  and,  however  payable, 
when  the  same  or  the  installments  thereof  should  be  paid.  If 
said  Board  of  Public  Utility  Commissioners  shall  determine 
that  it  is  in  the  public  interests  that  such  taxes  should  be  com- 
promised, such  Board  shall  report  such  determination  and  the 
amount  at  which  in  the  judgment  of  said  Board,  such  taxes 
should  be  settled  and  compromised,  with  the  terms  and  time 
of  payment,  to  the  Governor  of  this  State." 
It  will  be  noted  that  the  statute  provides  that  the  Board  shall  re- 
port to  the  Governor  such  compromise  as  it  may  deem  to  be  "in  the 
public  interest." 

The  facts  in  this  case  are  as  follow:  the  taxes  for  the  year  19':?0 
are  in  arrears.  They  were  assessed  under  the  Railroad  Act  which 
provides  that  property  shall  be  assessed  for  railroad  purposes  in  ac- 
cordance with  the  use.  It  has  been  held  that  property  not  used  for 
railroad  property  is  not  to  be  asseseible  under  that  Act.  The  State 
Board  of  Taxes  and  Assessments  has  so  decided  with  reference  to  the 
taxes  of  this  company  for  the  year  1921.  It  was  admitted  by  the 
Attorney  General  that  the  property  of  this  company  was  not  used  for 
railroad  purposes  during  the  year  1920,  for  which  these  taxes  were 
assessed.  Ordinarily  the  proper  forum  for  the  adjustment  of  the 
taxes  would  be  the  State  Board  of  Taxes  and  Assessments,  but  the 
time  for  appeal  to  that  Board,  provided  by  law,  has  expired.  It 
appears  that  the  property  of  the  petitioners  has  not  been  used  for  the 
purposes  contemplated  by  the  Railroad  Act  for  several  years  last 
past,  although  up  to  the  year  1920  the  company  continued  to  pay 
taxes  under  the  Railroad  Act.  The  taxes  under  this  Act  are  greater 
than  would  be  imposed  upon  this  company  if  it  were  taxed  locally 
according  to  the  municipal  rates.  The  petitioners  state  that  these 
taxes  were  assessed  because  of  a  misapprehension.    Some  question  has 
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been  suggested  as  to  whether  the  act  means  misapprehension  on  the 
part  of  the  taxing  authorities  or  misapprehendon  on  the  part  of  the 
railroad  company.  In  the  view  that  we  take  of  the  case,  which  is  a 
broad  view,  it  is  not  material  to  the  disposition  of  this  case  which 
side  the  misapprehension  rests  with.  It  is  stated  by  the  company 
that  its  failure  to  call  attention  to  the  inapplicability  of  the  railroad 
taxation  act  to  this  company,  in  so  far  as  the  taxes  for  1920  are 
concerned,  was  due  to  the  fact  that  it  was  acting  under  the  advice 
of  its  counsel,  who,  'without  having  the  existing  facts  brought  to  his 
attention,  gave  it  as  his  opinion  that  the  company  was  taxable  under 
the  Bailroad  Act.  Counsel  had  not  been  told,  it  appears,  that  the 
company^s  property  was  not  then  being  operated  as  steam  railroad 
property,  and  he  assumed  that  the  steam  trains  were  operated  on  he 
petitioner's  lines  because  some  ten  years  ago  or  more  the  property 
was  operated  as  a  steam  railroad.  As  above  stated,  the  petitioners' 
lines  have  been  used  wholly  as  an  electric  property  for  some  years 
prior  to  the  year  1920. 

The  Attorney  General  agrees  that  it  is  a  case  where  a  compromise 
should  be  made  and  he  suggests  that  the  amount  that  the  Board 
shall  fix  be  the  amount  which  this  company  would  have  to  pay  if 
taxed  locally.  The  difference  between  the  tax  under  consideration 
and  the  amount  which  the  company  would  pay  if  taxed  locally  is 
$2,000,  the  amount  of  the  taxes  levied  by  the  State  Board  of  Taxes 
and  Assessments  being  $7,000  and  the  amount  which  the  company 
would  pay  if  taxed  locally  being  $5,000,  approximately. 

We  construe,  for  the  purposes  of  this  case,  the  words  "in  the  public 
interest'^  as  being  synonymous  with  the  words  "in  the  interest  of 
justice."  It  is  certainly  as  much  in  the  interest  of  the  public  that 
utilities  should  not  be  required  to  pay  more  than  is  just,  as  it  is  in 
the  public  interest  to  require  that  they  shall  not  receive  more  than 
is  just.  If  the  appeal  from  this  tax  had  not  been  out-lawed  by  the 
statute  of  limitations,  the  State  Board  of  Taxes  and  Assessments 
would  set  it  aside  on  the  strength  of  its  ruling  in  the  assessment  for 
1921. 

The  Board  therefore  reports  that,  in  its  judgment,  the  taxes  for  the 
year  1920,  assessed  by  the  State  Board  of  Taxes  and  Assessments, 
should  be  compromised  in  the  amount  of  $5,000  to  be  paid  in  full 
by  May  1st,  1922. 

Dated  March  3d,  1922. 
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No.  967. 

In  the  Matter  of  the  Kates  Charged  for  (J as  by  the  Public 
Service  Gas  Company. 

1.  In  investigating  the  i^easonableness  of  the  rates  charged  by  the  Public 
Service  Gas  Company  the  first  question  to  be  determined  is  whether  or  not  the 
counties  of  Essex,  Bergen  and  Hudson  shall  be  given  a  divisional  rate  or 
whether  the  rate  shall  be  a  company-wide  rate. 

2.  The  Board  holds  that  when  no  appraisal  of  the  property  in  any  division 
other  than  the  Passaic  Division  is  before  it,  and  in  view  of  the  practice  adopted 
lieretofore,  the  rate  for  the  present  and  until  such  time  as  it  may  be  possible  to 
obtain  an  appraisal  of  the  company*s  property  in  toto  shall  be  continued  as  a 
company-wide  rate. 

8.  Reproduction  cost  new  in  a  period  of  inflation  is  not  a  proper  basis  for 
valuation  for  the  purpose  of  fixing  a  rate,  although  some  consideration  should 
be  given  to  an  allowance  for  appreciation  of  a  company's  property  in  view  of 
present  economic  conditions.  An  estimate  of  value  based  upon  the  general 
trend  of  prices  is  a  better  test  than  cost  to  reproduce  on  a  certain  date. 

4.  The  fair  value  of  the  company's  property  in  the  Passaic  Division  is  placed 
at  $(>,i)00,000,  on  which  a  return  of  eight  per  cent,  is  allowed. 

5.  It  is  determined  that,  by  reason  of  decrease  in  costs,  the  rates  for  metered 
consumption  of  gas  filed  pursuant  to  the  Board's  finding  of  August  4th.  1920, 
are  no  longer  just  and  reasonable.     A  schedule  of  rates  to  be  charged  is  fixed. 

E.  W.  Wakelce,  Geo,  H.  Blake  and  L.  I),  JI.  Gilmonr,  for  tlie  com- 
pany. 

James  F,  Go/nnon,  Thomas  J.  Brogan  and  George  L,  Record,  for 
the  City  of  Jersey  City. 

Jerome  T..Congloton  and  Jo.y.  G,  Wolher,  for  the  City  of  Xewark. 

Wlllifim  A,  Kavanaugli,  for  the  City  of  Hohokon. 

A.  0.  Miller,  Jr.,  for  the  City  of  Passaic. 

William  A.  Calhoun,  for  the  City  of  Oranofe. 

Walter  J).  Cougle,  for  tlie  City  of  Trenton. 
30 
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Welcome  W.  Bender,  for  the  Chamber  of  Commerce,  of  the  City  of 
Elizabeth. 

Clyde  D.  Sonier,  for  the  Town  of  Kearny. 

W,  G.  Brandley,  for  tlie  Borougli  of  Caklwell. 

W.  P.  Hurley,  for  the  Town  of  Xutley. 

J,  W.  Howard,  as  a  citizen  of  the  City  of  Newark. 

Dr.  W.  G.  Hanrakan,  for  the  Federation  of  Improvement  Associa- 
tions and  the  Rent  Payers'  Association  of  Essex  County. 

A.  E,  Scheflin,  for  Pensauken  Township. 

R.  B.  Leivvi  and  //.  C,  Iloemer,  for  the  C^ity  of  Paterson. 

^y.  B.  Gonrley  by  M.  Force,  for  the  City  of  Clifton. 

//.  C,  Barrett,  for  the  Town  of  Harrison. 

This  is  a  proceeding  initiated  by  the  Board  to  investigate  the  rea- 
sonableness of  the  rates  charged  by  the  Public  Service  Gas  Company. 

The  rates  which  have  l>een  in  effect  since  August  4th,  1920,  are  as 
follows : 

First  20  M.  cubic  feet  per  month $1.40  per  M. 

Next  30  M.  cubic  feet  per  month 1.3.") 'per  M. 

Next  50  M.  cubic  feet  per  month 1.30  per  M. 

Next  50  M.  cubic  feet  per  month 1.25  per  M. 

Next  50  M.  cubic  feet  per  month 1.20  per  M. 

Next  100  M.  cubic  feet  per  month 1.15  per  M. 

Next  500  M.  cubic  feet  per  month 1.10  per  M. 

All  over  800  M.  cubic  feet  per  month 1.05  per  M. 

The  above  rate  to  be  applied  to  each  installation  or  plant.  The  consumption 
of  gas  by  the  same  consumer  in  different  plants  or  localities  will  not  be  com- 
bined. 
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Xotices  calling  for  a  hearing  for  August  3d,  1921,  were  sent  to  tlie 
company  and  to  the  various  municipalities  served  hy  it.  The  notice 
set  forth  that  the  hearing  would  be  "on  the  question  whether  the  rates 
now  being  charged  by  Public  Service  Gas  Company  are  just  and  rea- 
sonable and  to  determine  what  rates  are  just  and  reasonable  and 
should  be  fixed  in  the  event  of  its  appearing  that  the  existing  rates 
of  said  company  are  unjust  and  unreasonable.  Interested  parties  may 
be  heard  at  the  time  and  place  mentioned/' 

On  the  return  day  of  the  notice,  August  3d,  1921,  for  which  the 
first  hearing  was  set,  the  City  of  Xewark  interposed  a  demand  that 
the  heat  standard  of  the  gas  supplied  by  the  company  be  raised.  Coun- 
sel for  the  City  of  Jersey  City  joined  in  this  demand.  It  thus  bcx-ame 
necessary,  before  the  Board  could  enter  upon  an  investigation  of  the 
rates  charged  for  gas,  that  the  question  of  the  heat  standard,  which 
had  been  settled  by  a  report  of  this  Board  dated  August  4th,  1920, 
should  be  reinvestigated.  Several  months  were  consumed  in  taking 
testimony  as  to  the  proper  calorific  standard  for  gas  in  this  State, 
with  the  result  that,  by  an  overwhelming  preponderance  of  evidence,  it 
was  established  that  the  standard  fixed  by  the  Board  in  August,  1920, 
was  a  proper  standard.  The  Board  so  held,  changing  the  wording  of 
the  rule,  however,  so  as  to  bring  about  a  closer  conformity  to  the 
standard  prescribed  (see  Board's  report  of  November  4th,  1921). 

In  the  Board's  report  of  August  4th,  1920,  it  appears  that  the  com- 
pany made  an  application  at  that  time  for  an  increase  in  the  rates, 
which  it  was  then  charging,  to  $1.55  per  thousand  cubic  feet.  The 
base  rate  allowed  by  the  Board  at  that  time  was  $1.40  per  thousand 
cubic  feet,  based  upon  the  525  B.  t.  u.  standard  of  gas.  The  ques- 
tion now  before  the  Board  is  whether  or  not  this  rate  is  a  just  and 
reasonable  rate  under  present  conditions. 

Since  the  disposition  of  the  gas  standard  case  late  in  1921,  the 
Board  has  been  engaged  in  hearings  in  this  proceeding.  A  great  vol- 
ume of  testimony  and  many  exhibits  were  presented.  Although  the 
case,  as  above  stated,  was  begun  on  the  Board's  initiative,  the  munici- 
palities of  Xewark,  Jersey  City.  Paterson  and  Passaic  appeared  by 
counsel.  The  case  proceeded  along  two  lines.  One  of  these  lines  was 
that  pursued  by  the  municipalities  of  Xewark  and  Jersey  City,  which 
presented  testimony  which  it  was  claimed  was  based  upon  costs  of 
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operation,  including  taxes  and  depreciation,  plus  a  rate  of  return  esti- 
mated in  accordance  with  ,the  allowance  made  by  the  Board  in  its 
report  of  August  4th,  1920,  of  approximately  twenty-three  cents  per 
thousand  cubic  feet  for  return  on  capital.  These  municipalities  pre- 
sented no  appraisal  or  valuation  of  the  property,  but  based  their  claim 
upon  the  theory  laid  down  by  the  Supreme  Court  and  the  Court  of 
Errors  and  Appeals  in  the  case  of  O'Brien  v.  Board  of  Public  Utility 
Commissioners  (92  N.  J.  Law,  pp.  44  and  587).  They  claimed  that 
the  counties  of  Essex,  Bergen  and  Hudson  formed  a  separate  division 
of  this  company's  system,  and  that  they  were  entitled  to  a  rate  for 
that  division  in  accordance  with  the  testimony  presented  by  them  as 
to  operating  costs,  operating  revenues  and  return  on  capital.  The 
other  line  of  proof  pursued  in  the  case  was  that  which  was  followed 
by  the  Board  from  1911  until  the  year  1919,  namely,  tlie  establish- 
ment of  a  valuation  in  the  Passaic  Division  upon  which  a  rate  could 
be  based. 

The  contention  of  the  cities  of  Xewark  and  Jersey  City  that  the 
counties  of  Essex,  Bergen  and  Hudson  should  be  segregated  from  the 
rest  of  the  system  and  given  a  rate  in  accordance  with  their  demand 
was  strenuously  combated  by  the  counsel  of  the  Passaic  Division  as 
well  as  by  the  representatives  of  the  municipalities  in  the  Central  and 
Southern  Divisions  of  the  company's  system.  It  is  true,  if  a  valuation 
of  the  property  in  the  three  counties  named  be  disregarded,  and  a  rate 
should  be  fixed  upon  the  basis  of  the  operating  costs,  as  contended  for 
by  the  representatives  of  these  municipalities,  in  these  three  counties, 
a  slightly  lower  rate  might  be  possible  in  those  counties.  It  further 
appears,  however,  that  the  main  reason  for  the  lower  operating  costs 
in  the  counties  of  Essex,  Bergen  and  Hudson  is  the  existence  of  a 
contract  between  the  company  and  the  Seaboard  By-Products  Coke 
Company,  under  which  the  gas  company  is  supplied  with  gas  as  a 
by-product  from  the  coke  plant  of  the  former  company.  Essex,  Ber- 
gen and  Hudson  claimed  the  whole  benefit  of  the  saving  to  the  com- 
pany effected  by  this  contract,  while  the  Passaic  Division  and  the 
Central  Division  and  Southern  Division  demand  that  the  benefits 
from  this  contract  shall  be  proportionately  distributed  to  them  as  a 
part  of  the  entire  system  of  this  company. 

The  first  question  for  the  Board  to  determine,  then,  is  whether  or 
not  the  counties  of  Essex,  Bergen  and  Hudson  shall  bo  given  a  divi- 
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sional  rate  or  whether  the  rate  shall  be  a  company-wide  rate.  We  are 
of  the  opinion  that  at  this  time,  when  no  appraisal  of  the  property 
in  any  of  the  divisions  other  than  the  Passaic  Division  is  before  the 
Board,  and  in  view  of  the  practice  that  has  been  adopted  heretofore, 
the  rate  for  the  present  and  until  such  time  as  it  may  be  possible 
to  obtain  an  appraisal  of  this  company's  property- in  toto,  shall  be 
continued  as  a  company-wide  rate.  It  is,  in  our  opinion,  unfair  to 
allocate  to  the  so-called  Essex,  Bergen  and  Hudson  Division,  whicli 
has  been  set  up  by  the  representatives  of  Xewark  and  Jersey  City, 
the  entire  benefit  of  the  Seaboard  By-Products  Coke  Company  con- 
tract. The  evidence  shows  that  the  Seaboard  By-Products  Coke  Com- 
pany is  not  owned  or  controlled  by  the  Public  Service  Gas  Company, 
that  it  is  an  independent  company,  which  was  established  on  the  west- 
ern bank  of  the  Hackensack  River  for  the  production  of  coke,  a  by- 
product of  which  is  gas.  If  the  Public  Service  Gas  Company  did  not 
secure  the  benefit  of  the  contract  with  the  Seaboard  By-Products  Coke 
Company,  the  gas  company  would  be  compelled  to  maintain  and 
operate  additional  gas  plant  capacity  and  facilities  for  the  purpose  of 
supplying  the  counties  of  Essex,  Bergen  and  Hudson  and  it  is  ap- 
parent from  the  testimony  in  the  case  that  the  cost  to  these  counties 
in  such  event  would  be  considerably  in  excess  of  that  which  it  is 
claimed  is  allocable  to  them,  by  the  representatives  of  Newark  and 
Jersey  City,  because  of  the  existence  of  this  contract.  It  further  ap- 
pears that  the  divisional  boundaries  of  the  Passaic  Division  and  the 
so-called  Essex,  Bergen  and  Hudson  Division  as  the  latter  has  been 
•  set  up  by  the  representatives  of  Newark  and  Jersey  City,  are  but  a 
few  hundred  feet  apart.  If  this  case  is  to  be  decided  upon  the  princi- 
ple that  each  division  is  entitled  to  its  separate  rate,  then  although  it 
appears  that  the  cost  in  the  Passaic  Division,  which  obtains  none  of 
the  gas  from  the  Seaboard  By-Products  Coke  Company  plant,  is  ap- 
proximately five  cents  a  thousand  cubic  feet  higher  than  the  cost  of 
the  gas  in  the  Essex,  Bergen  and  Hudson  Division  which  enjoys  the 
benefit  of  the  contract  in  question,  this  differentiation  would  be  wiped 
out  by  the  building  of  a  few  hundred  feet  of  gas  main  to  connect  the 
Passaic  Division  up  with  the  Essex,  Bergen  and  Hudson  Division. 
Thus  the  divisional  rate  would  fall  as  often  as  two  divisions  might 
be  connected  together.  We  know  of  no  reason  why  the  Passaic  Divi- 
sion could  not  demand  that  it  be  coupled  up  with  the  district  created 
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for  Essex,  Bergen  and  Hudson  counties,  nor  why  the  Central  and 
Southern  Divisions  should  not  claim  that  there  should  be  an  exten- 
sion of  the  mains  supplying  the  Essex,  Bergen  and  Hudson  Division 
to  their  divisions  so  as  to  give  them  the  Ijenefit  of  this  contract. 

The  Board  has  concluded,  therefore^  to  continue  for  the  present 
the  practice  of  a  company-wide  rate  and  it  will  use  as  the  basis  of  its 
conclusions,  as  has  been  the  practice  heretofore,  the  valuation  of 
property  and  the  operating  costs  and  revenues  of  the  Passaic  Divi- 
sion. The  contention  is  made  by  the  company  that  the  Board  must 
not  only  allow  it  a  fair  rate  of  return  on  the  value  of  the  property 
found  by  the  Board  in  this  proceeding,  but  that  if  in  the  event  that 
such  valuation  and  rate  of  return  do  not  provide  a  sufficient  sum  to 
enable  it  to  pay  its  fixed  charges  and  eight  per  cent,  upon  its  capital 
stock  we  should  allow  such  addition  as  will  enable  the  company  to 
pay  the  said  fixed  charges  and  eight  per  cent,  return  on  its  stock. 
We  do  not  accept  this  view.  It  was  not  the  principle  upon  which 
the  Passaic  gas  case  was  originally  decided.  That  case  held  that  the 
rate  of  return  should  be  based  upon  the  value  of  the  property  used 
and  useful  in  w^hat  was  known  as  the  Passaic  Division,  and  nothing 
is  said  therein  as  to  the  necessity  for  an  allowance  of  a  return  which 
would  enable  this  company  to  pay  eight  per  cent,  upon  its  stock  and 
its  fixed  charges  for  rentals  and  bond  issues  of  subsidiary  companies 
which  were  never  investigated  by  the  Board.  What  that  case  decided 
was  that  the  company  should  receive  an  eight  per  cent,  return  upon 
the  value  of  the  property  used  and  useful  in  the  Passaic  Division, 
and  since  the  report  of  the  Board  in  that  case  on  December  26th,  1912, 
the  fixing  of  rates  in  that  division  has  been  based  upon  an  investiga- 
tion of  the  values  and  earnings  and  expenses  of  the  company  therein. 
Rates  of  the  company  have  been  under  consideration  by  the  Board  on 
three  occasions  since  then,  and  in  each  case  the  decision  has  been  based 
upon  the  original  report  of  the  Board  in  1912,  which  was  approved 
by  the  Supreme  Court  and  the  Court  of  Errors  and  Appeals  of  this 
State.  We  deem  it  safer  practice  to  follow  the  procedure  which  has 
been  sanctioned  by  over  ten  years'  experience  and  which  has  been 
on  so  many  occasions  adopted  by  the  Board,  by  the  company  and  by 
contesting  municipalities  as  the  pro])cr  basis  upon  whicli  to  fix  a 
rate  for  this  company. 
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VALUE  OF  THE  PROPERTY   USED  AND  USEFUL. 

TJie  value  of  the  property  used  and  useful  in  the  Passaic  Division 
was  ori^nally  determined  by  the  Board  in  1912.  Since  then,  in  con- 
nection with  rate  adjustments,  it  has  been  brought  up  to  date  by 
adding,  on  each  occasion,  the  actual  cost  of  net  additions  made  up 
to  that  time.  In  Table  I,  we  have  again  brought  the  value  up  to 
date  by  the  same  method. 

Mr.  Forstall,  an  expert  produced  by  the  company,  submitted  a  new 
valuation  based  upon  cost  to  reproduce  new  as  of  the  end  of  the  year 
1921.  This  valuation  is  based  in  large  degree  upon  the  abnormal 
prices  brought  about  by  the  world  war,  and  it  is  to  be  noted  that  he 
does  not  allow  any  deduction  for  depreciation,  beyond  mere  deferred 
maintenauce.  We  do  not  believe  that  reproduction  cost  new  in  such 
a  period  of  inflation  is  a  proper  basis  for  valuation  for  the  purpose  of 
fixing  a  rate,  although  we  are  of  the  opinion  that  some  consideration 
should  be  given  to  the  allowance  for  appreciation  of  a  company's 
])roperty  in  view  of  present  economic  conditions.  Where,  however,  as 
in  this  case,  the  Board  has  a  valuation  made  by  itself,  as  was  done  in 
1912,  and  has  the  historical  cost  of  the  improvements  and  additions 
made  since  that  time,  we  are  of  the  opinion  that  this  kind  of  valuation 
is  the  safer  to  adopt  and  is  fortified  by  authority  of  the  courts  and 
commissions.  We  have  therefore  concluded  to  use  the  valuation  as 
heretofore  found  by  the  Board  with  the  actual  cost  of  all  additions 
made  since  the  time  such  valuation  was  found.  In  addition  thereto 
we  have  considered  the  question  of  the  appreciation  and  depreciation 
of  this  property,  as  will  appear  in  the  following  tables. 

We  do  not  think  it  necessary  to  cite  opinions  at  large  upon  this 
point.  The  value  upon  which  a  rate  must  be  found  is  the  "fair 
value."  To  use  the  language  of  Mr.  Justice  Hughes  in  the  Minne- 
sota Rate  Cases,  230  IT.  S.  352,  "The  basis  of  calculation  is  the  'fair 
value*  of  the  property  used  for  the  convenience  of  the  Public."  Values 
produced  by  a  world  catastrophy  such  as  the  recent  war  are  not,  in 
our  judgment,  the  "fair  value"  which  the  court  had  in  mind. 

As  referee  in  the  Brooklyn  Borough  Gas  case,  ex- Supreme  Court 
Justice  Hughes  said  (P.  U.  R.  1918-F,  335) : 
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"To  base  rates  upon  a  plant  valuation  simply  representing  a 
hypothetical  cost  of  reproduction  at  a  time  of  abnormally  high 
prices  due  to  exceptional  conditions,  would  be  manifestly  un- 
fair to  the  public  and  likewise  to  base  rates  upon  an  estimated 
cost  of  production  far  lower  than  the  actual  bona  fide  and  pru- 
dent investment  because  of  al)normally  low  prices,  would  be 
unfair  to  the  company." 
It  is  our  opinion  that  an  estimate  of  value  based  upon  the  general 
trend  of  prices  is  a  better  test  than  cost  to  reproduce  on  a  certain 
date.     The  following  table,  designated  Table  I,  will  show  w^hat,  for 
the  purposes  of  this  rei)ort,  we  will  term  historical  cost,  meaning 
thereby  the  valuation  found  by  the  Board  in  1912,  plus  additions 
and  betterments  at  actual  cost  since  that  time.     Table  II  will  show 
a  valuation  of  the  property  based,  in  our  judgment,  upon  the  general 
trend  of  prices,  being  a  check  on  Table  I,  and  showing  appreciation 
of  value  according  to  the  Bureau  of   I^iibor  statistics  trend  curve. 
Depreciation  has  been  deducted  in  Table  IT  on  the  basis  used  by  Dr. 
Maltbie,  an  expert  produced  for  the  municipalities. 

In  Table  T  it  will  be  noted  that  no  depreciation  other  than  the 
item  of  $132,850,  accumulated  reserve,  has  been  deducted  from  tlie 
value  of  the  property  as  fixed  in  1911  with  additions  since.  If  we 
are  to  assume  the  same  depreciation  for  Table  I  as  we  have  set  up 
in  Table  H  according  to  the  testimony  of  Dr.  Maltbie,  namely, 
$8S1,;]32,  and  tbe  same  appreciation  as  in  Table  II,  namely,  $926,000, 
the  other  figures  remaining  the  s^ame,  the  valuation  of  the  property 
in  Table  I  wouldj  run  to  approximately  $0,584,000  as  against  the 
valuation  of  $(5.490. ."i-^O,  shown  in  Table  II.  This  difference  is  due 
to  the  fact  that  in  Table  I  the  war-time  additions  were  included  at 
war-time  prices  and  to  some  extent  would  be  a  duplication  of  the 
allowance  for  appreciation.  We  have  concluded  on  the  whole  that  a 
value  of  $(>,500,000  is  the  fair  value  of  the  property  in  the  Passaic 
Division. 

.The  Board's  report  of  August  3d,  1920,  which  allowed  the  rate  of 
$1.40  was  based  upon  a  valuation  of  $5,900,000,  which  was  not  at- 
tacked by  the  company  and  by  accepting  the  benefit  of  increased 
rate  allowed  by  that  report  it  may  be  considered  as  acquiescing 
therein.    We  must  reject  the  fanciful  claim  of  the  company  now  that 
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the  property  is  worth  more  than  double  that  sum  although  the  actual 
cost  of  additions  since  August  3d,  1920,  have  been  less  than  $500,000. 
Table  1  and  11  follow: 


TABLE  I. 

SUMMARY  SnOWIXO  VALUE  OF  PROPERTY  AS  OF  JULY  IST,  1922,  BASED  ON  VALUE 
DETERMINED  IN    1012.  PLUS   ADDITIONS   AT  ACTUAL   COSTS. 

(1 )   Land    (see  reference  note)    $111,100 

( 1 )   Manufacturing   plant    l,lGl,5r)0 

( 1 )   Distribution    system    2.465.270 

$3,737,980 

(1)  Less  additions  between  July  1st.  1911.  and  October  1st,  1911. .  62,000 

$3,675,9*S0 

(2)  Less    depreciation    200,980 

$3,475,000 
(1)   Going   value    ; 1,025,000 

Value  of  Fixed  Capital  determined  as  of  July  1st.  1912 $4,500,000 

(3)  Net  additions   $1,552,419 

(4)  I^ess  accumulated   reserve 132,856 

1,419,563 

$5,919,563 

(5)  Net  working  capital,  Maltbie's  testimony 465,000 

Value   at   December   31st.   1921 $6,384,563 

(6)  Add  one-half  additions  fop  1922 115,500 

Value  as  of  July  1st,   1922 $6.r>00.0(;3 

I'aken    as    $($.500,000 


(1)  Board's  report  of  December  26th.  1912.  Vol.  I.  page  41K). 

(2)  Board's  report  of  December  26th,  1912,  Vol.  I.  page  492. 

(3)  Exhibit  C-43  in  present  rate  case. 

(4)  Exhibit  C-42  in  present  rate  case. 

(5)  Testimony  of  M.  11.  Maltbie.  page  1290. 

(6)  Based  on  average  for  1J>20  and  1921  (testimony,  pages  1557  and  1558) 
and  disregarding  estimated  -increase  in  depreciation  reserve  for  six  months, 
January  Ist  to  July  1st,  1922. 
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TABLE  II. 

VALUATION  PUBLIC  SEUVICK  GAS  COMPANY  PROPERTY  BASKD  UPON  VALUES  DE- 
TERMINED IN  THE  ORIGINAL  PASSAIC  RATE  CASE  OF  1911  WITH  ADDITIONS  TO 
PROPERTY  INCLUDED  AT  PRE-WAR  COSTS  INSTEAD  OF  AT  ACTUAL  WAR  TIME 
COSTS,  PLUS  AN  ALLOWANCE  FOR  APPRECIATION  FROM  1011  TO  1921,  LESS 
DEDUCTION  FOR  DEPRECIATION  ACCORDING  TO  MALTBIE'S  CALCULATION,  PLUS 
WORKING   CAPITAL   IN   ACCORDANCE   WITH    MALTBIE*S   CALCULATIONS. 

<1)   Manufacturing    plant    $1,101,550 

(1 )   Distribution    system    2,4f»5,270 

$3,026,820 

(1)  Deduct   additions   between   July    1st,    1911,   and   October   1st, 

1911    02.000 

$3,504,820 

(2)  Additions   (omitting  land)   up  to  December  3l8t,  1921,  taken, 

however,  at  pre-war  cost   1.125,000 

Total  structures  and  equipment  at  pre-war  costs $4,089,820 

(3)  Add  for  appreciation    926.000 

$5,015,820 

(4)  Deduct    depreciation    reserve    ( $897,im7-$l 0,005  =  ) 881.332 

$4,734,488 

(5)  Add  land    ($111,100  plus  $39,372) 150,532 

(1)   Going    value     1.025.00O 

(0)   Working   capital    405,000 

$0,375,020 
(7)   Add  one-half  additions  for  1922 115.500 


Total  value  as  of  July  1st,  1922,  on  above  basis $0,490,520 


(1)  Report  of  the  Board  in  Passaic  Gas  case,  December  20th,  1912,  Vol. 
I,  page  490. 

(2)  Additions  to  plant  from  1911  to  December  3l8t,  1921,  as  per  Ex.  C-43 
present  rate  case — $1,552,419,  or,  deducting  land,  $1,513,047  for  structures  and 
equipment.  It  is  estimated  that  if  these  items  had  been  constructed  at  the 
costs  prevalent  in  1911,  at  the  time  the  original  appraisal  of  the  Passaic  Di- 
vision was  made,  the  cost  of  these  net  additions  would  have  been  $1,125,000. 

(3)  Chart  submitted  by  Alfred  E.  Forstall,  giving  curve  of  Bureau  of  Labor 
statistics  monthly  index  numbers,  shows  a  rising  trend  from  1897  to  1921  of 
1.75  points  per  annum.  In  the  eleven-year  period,  from  July  1st,  1911.  to  July 
1st,  1922,  the  appreciation  would  amount  to  19.25.  per  cent.,  and  the  assumption' 
is  made  that  all  of  the  property  of  the  gas  company  has  appreciated  in  value 
since  1911  at  the  rate  of  1.75  per  cent,  per  annum. 

(4)  Depreciation  estimated  by  Maltbie  on  the  basis  allowed  by  Board  in 
earlier  determinations,  i.  e.,  five  cents  per  thousand  cubic  feet.  Maltbie  Ex- 
P-l.  Table  70.     Also  Maltbie  testimony,  pages  1211-1212. 

(5)  I^and  taken  at  original  appraised  value  (reference  Note  1  above),  plus 
actual  costs  since  1911  (Ex.  P-1,  Tables  50  and  (50)  ;  appreciation  included  as 
above. 

(0)   Testimony  of  M.  R.  Maltbie.  page  1290.  ^.^^.^^^  byGoOQie 

(7)   Based  upon  average  for  1920  and  1921  (see  also  note.  Table  I).  ^ 
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RATB  REQU1RF:D  TO  SUPPORT  AX  KIGTIT  PER  CENT.  RETURX  ON  VALUE. 

In  order  to  arrive)  at  the  appropriate  base  rate  for  gas  sold  in 
aeoordance  with  the  testimony  developed  in  this  case  based  upon  the 
estimated  operating  exi)enses  for  1922,  the  return  on  capital  must  be 
adde<]  to  the  operating  expenses.  This  will  be  found  in  Table  III, 
which  follows: 

TABLE  III. 

BASE   RATES   REQUIRED   TO  EARN    EIGHT   PER  CENT.  ON   VALUE  FIXED   ABOVE. 

Valuation  taken  at  year  ending  December  31st,  1022.  |«,500,000. 

Cents  per  M. 
Totals  cu.  ft.  sold 

Operating  expenses  and   taxes $2,070,512.90        $0,9603 

Credit  merchandise  and  residuals   80,880.08  0,0377 


$1,008,032.22  $0.0316 

UneoUeotible   bills    10,726.88  0.0050 

Depreciation 107,268.80  0.0500 

8  per  cent,  on  $6,500,000 520,000.00  0.2424 

For  wholesaling    34,755.00  0.0162 


Revenue  required    $2,671,382.00         $1.2452 
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OPERATING   EXPENSES  AND  TAXES. 

The  set-up  of  the  company  for  operating  expenses  and  taxes  as 
<hown  in  P]xhibit  C-/^7  and  that  of  Dr.  Maltbie  on  behalf  of  the 
municipalities,  as  shown  in  Exhibit  P-3,  Table  41,  and  that  adopted 
by  the  Board,  will  be  shown  in  Table  IV,  which  follows: 


TABLE  IV. 

OPERATING    EXPENSES    tX)n    ENSUING    YEAR — DOLLARS    PER    1,000    CI'.    FT.    SOLD — 

FOR  YEAR  1922. 

Dr.  Maltbie 

CompaDy  Ex.  P-3-T-41         As  found 

Ex.  C-27  Re-arranged          by  board 
Production — 

Fuel    $0.2150 

Oil    0.2971 

$0.5121 
Other  items,   net 0.0917 

Total  production,  net   $0.0038  (1)$().5850           $0.(;038 

Transmission  and  distribution   0.0954  0.0700             0.0900 

Municipal  street  lighting 0.0038  0.0040             0.0038 

Commercial     0.0<>70  0.0630             0.0611 

New  business    0.0186  0.0180             0.0170 

General  and  miscellaneous    0.0(«6  (1)0.0480             0.0636 

Subtotal     $0.8522  $0.7880           $0.S3J>:: 

Depreciation    0.0500  0.0500             0.0500 

Operating  expenses   $0.0022  $0.8380           $0.8893 

Taxes    0.1402  0.1200             0.1300 

I'ncollectible  bills 0.0100  0.0060             0.0050 

Revenue   deductions    $1.0524  $0.9(J40           $1.0243 

(Jas  made.  M.  cubic  feet 2.411,000  2.389.620 

Gas  sold,  M.  cubic  feet 2.145,376  2.145,376 

(1)   Omitting  residuals  credited  in  production,  and  cost  of  residuals  sold  in 
general  and  miscellaneous,  taken  as  balancing  each  other. 


Digitized  byCjOOQlC 


Reports  op  Board  of  Public  Utility  Commissioners. 


Public  Service  Gas  Co. — Rates  Charged  for  Gas. 


Table  V,  which  follows,  is  self-explanatory. 


TABLE  V. 

company's  estimate  of  REStTLTS  rNDEB  $1.40  RATE  (EX.  C-27)  ;  DR.  MALTBIE*S 
(EX.  P-3,  TABLE  41),  AND  THE  BOARD'S  ESTIMATE  OF  RATE  REQUIRED  TO 
EARN  EIGHT  PER  CENT.  ON   VALUE. 

As  found 
Company  Maltbie       by  Board 

Revenue  deductions    $1.0524         $0.9040       $1.0243 

Or.  Merchandise  and  Residuals 0.0377     (1)0.0210        0.0377 

Deductions,  Net .$1.0147         $0.0430       $0.9806 

For  return  on  capital 0.3703  0.2340        0.2424 

Average   ratio    $1.3850        .$1.1770       $1.2290 

For  Wholesale  districts 0.0150  0.0180        0.01G2 

Total   (2).$1.4000         $1.1950       $1.2452 

If    company's    estimate    of    production    ex- 
pense is  taken  by  Dr.  Maltbie,  add O.OIHS         

Total  on  basis  of  company's  production  cost,       $1.4000        $1.2138       $1.2452 

(1)  Omitting  revenue  from  Residuals  Sold. 

(2)  The  company  asks  a  minimum  base  rate  of  $1.35;  $1.40  is  the  existing 
base  rate. 

The  company,  in  Exhibit  C-27,  relating  to  the  Passaic  Division, 
made  an  estimate  in  detail  for  the  year  1922  of  its  revenue  expected 
to  be  received  under  existing  rate  of  $1.40  and  of  the  operating  corits 
of  producing  the  gas  to  be  sold.  The  company  estimated  that  it 
would  require  the  manufacture  of  2,411,000  M.  cubic  feet  of  gas 
to  sell  2,145,376  M.  cubic  feet.  An  inspection  of  the  operating 
results  foil  the  year  1921  indicates  that  the  company^s  estimate  of 
2,411,000  M.  cubic  feet  should  be  reduced  to  substantially  2,389,(^20 
M.  cubic  feet,  assuming  the  same  efficiency  in  1922  as  was  obtained 
in  1921.  The  gas  made  in  1921  w«as  2,332,037.7  M.  cubic  feet  and  the 
gas  sold  was  2,093,(^88  M.  cubic  feet,  or  89.77  per  cent.  The  com- 
pany's estimate  for  1922  assumes  that  it  will  sell  but  89  per  cent, 
of  the  gas  made.  In  the  company's  estimate  of  $0.6038  per  M.  cubic 
feet  sold  for  net  production  cost  it  will  have  the  benefit  of  this  extra 
0.77  per  cent,  of  gas  not  required  to  be  made. 
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Dr.  Maltl)ie,  in  Exhibit  P-3,  Table  41,  estimated  that  the  pro- 
duction cost  net  would  be  $0.5850  per  M.  cubic  feet  sold.  This  cost 
per  thousand  cubic  feet  was  computed  by  assuming  for  the  first  nine 
months  of  1922  that  the  company  would  pay  the  present  contract 
price  for  its  gas  oil,  and  that  during  tiie  last  three  months  of  the  year 
1922  the  company  would  be  able  to  secure  a  more  favorable  contract 
for  oil  by  the  terms  of  which  he  estimated  that  oil  would  cost  $0.()()5 
per  gallon.  On  cross  examination  he  stated  that  the  difference  in 
production  cost  between  his  estimate  and  that  of  the  company  was 
made  up  hy  a  reduction  which  he  presumed  the  company  would 
secure  on  oil  used  during  the  last  three  months  of  the  year  by  the 
terms  of  any  new  contract  for  oil  which  it  might  make.  The  situa- 
tion with  reference  to  the  existing  oil  contract  is  as  follows:  the 
company,  in  the  year  1921,  found  itself  saddled  with  a  contract  for 
oil  at  approximately  $0,135  per  gallon,  which  was  an  inordinately 
high  price  caused  by  war  conditions.  The  eontrac»t  did  not  expire 
until  August  1st,  1921,  and  the  company  was  required  under  it  to 
take  oil  up  to  that  date.  In  the  latter  part  of  April,  1921,  the  price 
of  oil  having  fallen  to  approximately  $0,065  per  gallon  in  the  spot 
market,  the  officials  of  the  company,  as  a  matter  of  business  judg- 
ment, in  order  to  relieve  the  company,  so  far  as  it  might  be  possible, 
of  the  burden  of  taking  the  high  priced  oil  imder  its  contract  up  to 
the  first  of  August,  1921,  effected  a  compromise  with  the  oil  company 
by  the  terms  of  w^hich  the  supply  of  oil  at  the  high  price  of  $0,135 
would  he  discontinued  but  the  price  fixed  for  all  future  deliveries 
of  oil  up  to  July  30th,  1922,  would  he  approximately  $0.0944  per 
gallon  (Exhibit  C-4).  This  price  was  some  $0.02  higher  than  the 
market,  Imt  it  was  probably  the  best  compromise  that  could  be  effected 
under  the  conditions  which  confronted  the  company  and  we  have  no 
rc}'?on  to  criticise  the  judgment  of  the  officers  of  the  company  in 
making  it  and  we  accordingly  accept  the  company's  contention  that 
in  the  Passaic  Division  a  price  of  approximately  $0.0944  was  pro[)er 
under  the  conditions  then  existing.  For  1922,  by  reason  of  freight 
adjustments,  the  company  comjmtes  production  cost  on  the  ba^^is  of 
$0.0918  per  gallon.  The  present  oil  contract,  under  which  oil  is 
delivered  at  $0.0918  per  gallon  does  not  expire  until  August  1st, 
1922.  The  testimony  shows  that,  although  the  price  of  oil  at  the 
present  time  is  lower  than  $0.0918.  the  company  could  not  obtain  a 
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contract  at  this  time  from  any  oil  company  capable  of  supplying  the 
amount  required  by  this  company  for  delivery  at  a  date  subf^equent 
to  Au^is^t  1st,  W2'i.  Dr.  Maltbie's  opinion  that  five  or  six  months 
hence  the  company  will  be  able  to  secure  a  new  contract  at  a  price 
approximately  $().0()5  is  too  conjectural  for  acceptance.  But  if  it 
were  accepted  the  difference  in  the  rate  would  be  but  .0188  and  the 
Board's  conclusion  would  still  lead  to  the  same  base  rate  as  finally 
fixed.  We  are,  tbercfore,  taking  the  company's  estimate  for  produc- 
tion at  $.6038  per  M.  cubic  feet  sold,  which  Dr.  Maltbie  (testimony, 
p.  1305)  admitted  would  be  correct  on  tlie  basis  of  the  existing 
contract.  If  and  when  the  company  does  secure  a  contract  for  oil 
at  a  lower  price  than  that  now  being  paid,  the  Board  will  take  judicial 
notice  thereof  and  institute  proceedings  to  make  such  modification  as 
the  record  might  indicate. 

The  company  makes  estimates  baeed  on  certain  w^ork  under  Trans- 
mission and  Distribution  which  it  expects  will  have  to  be  done,  but 
which  cross-examination  shows  actually  may  not  be  done.  Dr.  Malt- 
bie, in  his  set-up  for  these  same  expenses,  makes  modifications  therein 
based  on  his  judgment.  The  figures  for  transmission  and  distribution, 
municipal  street  lighting,  commercial  expenses  and  new  business,  as 
shown  in  the  Board's  set-up,  are  ba^ed  on  the  actual  expenses  for  the 
year  1921,  which  appear  to  the  Board  to  be  fully  competent  to  take 
care  of  the  business  in  1922,  particularly  in  view  of  the  fact  that 
prices  are  likely  to  be  lower,  if  anything,  in  1922,  than  in  the  year 
1921.  For  general  and  miscellaneous,  the  Board  accepts  the  com- 
pany's figure  of  $0.0030.  In  all  three  estimates,  the  appropriation 
for  depreciation  is  taken  at  $0.05  per  thousand  cubic  feet,  as  here- 
tofore determined  by  the  Board.  The  taxes  as  taken  by  the  company 
and  as  set  forth  in  Exhibit  C-27,  aggregate  for  all  property,  $0.1402, 
by  Maltbie  at  $0.1200  and  by  the  Board  at  $0.1300.  The  uncollec- 
tible bills  are  taken  by  the  company  at  the  arbitrary  figure  of  $0.01, 
by  Dr.  Maltbie  at  $0,006  and  by  the  Board  at  $0.05,  the  latter  figure 
being  consistent  with  the  company's  experience  in  the  preceding  years, 
adjusted  to  the  change  in  rates.  The  revenue  deductions  per  M.  cubic 
feet  sold  shown  by  the  company  aggregate  $1.0524,  by  Dr.  Maltbie, 
$0,964  (subject  to  his  assumptions  in  regard  to  the  cost  of  oil  during 
the  last  three  months  of  the  year)  and  by  the  Board  as  $1.0243. 
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It  will  be  seen  from  the  above  Table  V,  that,  in  the  Passaic 
Division,  the  cost  of  manufacture  and  distribution  of  gas,  plus  a  re- 
turn upon  capital,  would  require  by  Dr.  Maltbie's  estimate  $1.2138 
(including  therein  $0.0188,  the  differential  which  he  deducted  from 
production  costs  because  of  a  presumed  more  favorable  oil  contract 
for  the  last  three  months  of  the  year),  while  the  estimate  of  the 
Board  is  $1.2452.  Dr.  Maltbie  estimates  taxes  on  the  basis  of  the 
allowance  of  a  $1.20  rate.  In  the-  light  of  the  Board's  finding  as 
ai)ove  show-n,  however,  that  the  base  rate  cannot  be  less  than  $1.2452, 
the  allowance  made  by  Dr.  Maltbie  must  be  increased  in  so  far  as 
the  item  of  taxes  is  concerned.  Adjusting  the  taxes  and  the  difference 
allowed  for  oil  as  set  forth  by  Dr.  Maltbie,  we  find  that  instead  of 
$1.20  per  thousand  cubic  feet  as  a  base  rate.  Dr.  Maltbie's  estimate 
as  adjusted  would  run  close  to  $1.22.  The  company  claims  that  it 
should  receive  a  base  rate  of  at  least  $1.35  per  M.  cubic  feet. 

Finding  as  we  do  that  a  fair  rate  for  the  Passaic  Division  .sliould 
not  be  less  than  $1.2452,  following  the  usual  practice  of  the  Board 
of  fixing  an  even  figure  as  the  base  rate,  and  following  also  the  prac- 
tice heretofore  pursued  by  the  Board  as  well  as  by  the  company  which 
practice  it  is  insisted  by  the  company,  as  well  as  representatives  of 
the  Central  and  Southern  Divisions,  shall  be  followed  in  this  case, 
namely,  that  of  basing  a  state-wide  rate  upon  the  rate  fixed  for  the 
Passaic  Division,  we  conclude  that  a  base  rate  of  $1.25  per  thousand 
cubic  feet  for  the  Passaic  Division,  and  also  throughout  the  territory 
supplied  by  the  company,  is  a  just  and  reasonable  rate. 


CONCLUSIONS. 

Tlie  Board  therefore  finds  and  determines: 

(1)  That,  by  reason  of  decrease  in  costs,  the  rates  for  metered 
consumption  of  gas  filed  by  the  Public  Service  Gas  Company,  pur- 
suant to  the  determination  of  this  Board  and  set  forth  in  its  report 
dated  August  4th,  1920  (Board's  reports,  Vol.  VIII,  p.  323),  are 
no  longer  just  and  reasonable. 

(2)  That  based  on  the  thermal  standard  stated  in  the  Board's 
report  of  Xovember  4th,  1921,  effective  December  1st,  1921,  the  fol- 
lowinix  scliedule  of  rates  for  metered  gas  is  just  and  reasonable: 
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First  20  M.  cubic  feet  per  month $1.25  per  M. 

Next  30  M.  cubic  feet  per  month. 1.20  per  M. 

Next  50  M.  cubic  feet  per  month 1 .  15  per  M. 

Next  50  M.  cubic  feet  *per  month 1 .  10  per  M. 

Next  50  M.  cubic  feet  per  month 1.05  per  M. 

Next  100  M.  cubic  feet  per  month 1.00  per  M. 

Next  500  M.  cubic  feet  per  month 0.95  per  M. 

All  over  800  M.  cubic  feet  per  month 0.00  per  M. 

(3)  That  this  schedule  of  rates  shall  hecome  effective  throughout 
the  territory  served  by  the  Public  Service  Gas  Company  for  gas  con- 
Hunied  between  the  usual  meter  readings  in  February',  1922,  and 
March,  1922  (usually  known  as  the  March  sales). 

(4)  That  in  other  respects  the  orders  and  ref|uirements  heretofore 
made  shall  continue  in  full  force  and  effect. 

(5)  That  the  Board  will  retain  jurisdiction  to  the  end  that  changes 
nnd  modifications  in  the  above  schedule  of  rates  may  be  made  as  and 
if  conditions  as  indicated  by  operating  results  both  as  to  revenue  and 
character  of  service  waiTant. 

((>)   An  order  will  issue  accordingly. 
Dated  March  3d,  1922. 

ORDER. 
As  modified  Marcli  22d,  1922. 

This  case  having  been  duly  submitted  and  full  inve>tigation  of 
the  matters  and  things  involved  having  been  had,  and  the  Board 
having  on  the  date  hereof  made  and  filed  a  rei3ort  containing  its 
findings,  which  said  report  is  hereby  referred  to  and  made  part 
hereof:  • 

The  Board  of  Public  T^tility  Commissioners,  after  hearing,  upon 
notice,  by  virtue  of  the  power  and  authority  conferred  upon  it  by 
statute,  now,  on  the  third  day  of  ^farch,  nineteen  hundred  and  twenty- 
two, 

Dktekmixes  that  the  existing  schedule  of  rates  or  charges  for 
metered  gas  effective  in  the  territory  known  as  the  Passaic  Division 
nnd  also  throughout  the  rest  of  the  territory,  now  supplied  by  the 
Puldic  Service  Gas  Company,  under  which  schedule  the  base  rate  is 
$1.40  per  thousand  cubic  feet  is  unjust  and  unreasonable  and  hereby 
31 
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OKDEKs  fixed  as  just  and  reasonable  rates  in  the  Passaic  Division  and 
the  rest  of  the  territory  supplied  hy  the  Pul)lic  Service  Gas  Company 
the  following  schedule  of  rates  or  charores  in  which  the  hase  rate  is 
$1.25  }>er  thousand  cul)ic  fec»t,  viz.: 

First  20  M.  cubic  feet  per  month $1.25  per  M. 

Next  30  M.  cubic  feet  per  month 1.20  per  M. 

Next  50  M.  cubic  feet  per  month '1.15  per  M. 

Next  50  M.  cubic  feet  per  month 1.10  per  M. 

Next  50  M.  cubic  feet  per  month 1.05  per  M. 

Next  100  M.  cubic  feet  per  month 1 .00  per  M. 

Next  500  M.  cubic  feet  per  mouth 0.95  per  M. 

AH  over  800  M.  cubic  feet  per  month 0.90  per  M. 

which  shall,  until  otherwise  ordered,  l>e  observed  and  followed  by 
said  Public  Service  Gas  Company. 

This  order  shall  become  effective  March  27th,  1922. 

Dated  March  3d,  1922. 
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ABANDONMENT  OF  SERVICE.     See  also  Railroad  Stations, 

Applieation  is  made  by  a  street  railway  company  to  abandon  part 
of  its  line.  In  view  of  the  inability  of  the  company  to  earn  any- 
thinpr  like  a  fair  return  ui)on  the  property  involved,  of  the  request 
of  the  State  Highway  Commission  that  the  track  be  removed  so  it 
may  improve  the  street  as  part  of  the  State  Highway  System,  and 
the  request  of  the  City  Commission  that  the  Board  consent  to  the 
removal,  the  Board  holds  that  the*  advantages  accruing  to  the 
community  as  a  whole  from  the  removal  of  the  tracks  and  abandon- 
ment of  the  franchise  outweigh  the  objections  of  residents  opposing 
the  removal,  and  that  the  consent  should  be  granted.  Proposed 
ahandonmeftt  by  Millrille  TtiwUon  Company  of  its  franchise  on 
Souih   Second  Street,  Millrille   p. 

Consent  is  given  to  a  street  railway  company  to  abandon  service 
and  remove  tracks  partly  on  a  private  right  of  way  and  partly  on 
a  public  highway  where  the  track  runs  to  an  amusement  park  no 
longer  used ;  the  consent  to  the  removal  of  the  track  from  the  pub 
lie  highway  to  be  given  upon  the  municipality  consenting  thereto. 
With  respect  to  another  portion  of  the  track  running  for  a  distance 
of  ten  miles  between  different  municipalities  the  Board,  notwith- 
standing the  company's  assertion  that  the  portion  of  the  line  in 
question  is  not  profitable,  will  not  grant  the  application  for  removal 
at  least  until  the  attitude  of  the  municipalities  is  ascertained  and 
evidence  thereof  is  submitted  to  the  Board.  Mere  failure  to  earn  a 
proper  return  on  a  line  which  is  part  of  a  system  is  not  sufficient 
ground  for  its  abandonment.  Abandonment  of  portion  of  the  line 
and  removal  of  tracks  of  the  Bridgeton  and  Millrille  Traction 
Company   p. 

AUTO  BUSES. 

The  Legislature  has  made  the  subject  of  jitney  transi>ortati(»n  a  mat- 
ter of  legislation  at  various  times  since  the  year  1016  and  the  legis- 
lation it  has  enacted  in  regard  thereto  sanctions  the  jitney  system  and 
establishes  it  as  a  Ic^gislatively  authorized  method  of  transportation. 
While  the  Legislature  has  placed  all  street  railways  under  the  juris- 
diction of  this  Board,  it  has  expressly  refused  to  so  place  jitneys 
licensed  before  March  15th  of  this  year  and  operated  over  their 
April  0th  routes,  by  limiting  its  power  of  regulation  solely  to  such 
as  should  be  licensed  after  March  15th.  The  policy  of  this  Board 
in  applications  presented  to  it  will  be  to  approve  all  licenses  or  per- 
mits granted  by  the  municipalities  in  renewal  or  substitution  of  all 
licenses  or  permits  existing  prior  to  March  15th  unless  it  can  be 
affirmatively  shown   that  conditions  pertinent  to  the  consideration 
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of  the  ne<*«»ssar.v  factors  have  so  changed  as  to  make  either  an  in- 
crease or  decrease  in  the  number  necessary.  Application  of  Carl  A. 
Bet'ker  to  operate  an  auto  bus  on  the  West  Orange  Line p.    121 

Since  the  foregoing  decision  the  Supreme  Court  has  held  that  in  each 
case  approval  is  given,  the  finding  must  be  the  independent  judg- 
ment of  the  Board  based  upon  comi>etent  proof,  and  cannot  depend 
ui>on  the  action  of  the  municipal  body  granting  the  previous  con- 
sent, for  public  necessity  does  not  follow  from  that.  From  the  un- 
disputed evidence  submitted  that  there  are  twice  as  many  seats  on 
the  trolley  cars,  and  in  jitneys  as  are  required  for  imssenger  service, 
and  that  the  frequency  of  this  transportation  is  as  great  as  neces- 
sity requires  and  safety  demands,  the  Board  is  of  the  opinion  the 
nwessity  does  not  require  additional  jitney  service  as  same  will  not 
add  to  the  comfort  and  convenience  of  tlie  riders,  but  on  the  con- 
trary will  add  to  the  inconvenience  of  others  who  have  to  use  the 
?<treet8  or  cross  the  same.  Approval  of  licenses  to  o!>erate  additional 
jitneys  on  Washington  Street  between  Fourteenth  Street  and  Hud- 
son and  Manhattan  Tube  Terminal,  Hoboken,  is  therefore  denied. 
Operation  of  Jitneys  in  the  city  of  Hohoken p.    126 

Approval  of  licenses  to  oi>erate  auto  buses  is  denied  where  it  ap- 
peared that  none  of  the  applicants  had  licenses  to  operate  from  the 
lm»al  municipalities  nor  were  their  buses  in  operation  on  March 
15th,  the  date  on  and  after  which  under  the  law  applications  of 
this  character  came  within  the  Board's  jurisdiction,  and  evidence 
showed  ample  ac<>ommodation  for  the  public.  Application  of  Edicard 
Strano,  Harry  West,  Joseph  Grasso  and  Samuel  AlderelU  to  op- 
erate auto  buses  in  Asbury  Park  and  other  municipalities p.    128 

Application  for  approval  of  local  permission  to  operate  an  auto  bus 
is  denied  where  the  existing  bus  and  tri»lley  transi>ortation  facilities 
are  sufficient  to  meet  the  normal  demands  of  traffic.  Application  of 
Benjamin  Mackler  for  permission  to  operate  an  auto  bus  on  the 
Haddon   Heights  TAne,   Camden,   AVir  Jersey p.    250 

A  considerable  and  growing  community  is  entitled  to  have  reasonable 
transportation  facilities  and  should  not  be  deprived  of  such  facili- 
ties merely  because  it  is  necessary  to  parallel  existing  trolley  lines 
to  furnish  them.  Permission  is  given  to  operate  an  auto  bus  between 
the  Pennsylvania  Railroad  ferry  in  Camden  and  Highland  Park, 
subject  to  restrictions  applying  to  the  transportation  of  passengers 
between  points  already  adequately  served.  Application  of  Martin 
Fries  for  pei'mission  to  operate  an  auto  bus  brtireen  Highland  Park 
and  Camden,  X.  J p.    2r)0 

Application  for  approval  of  local  licenses  to  operate  auto  buses  is 
denied  where  it  appears  that  sufficient  transportation  facilities  exist 
without  use  of  the  applicant's  buses.  Application  of  Charles  Aceto 
Bus  Company  for  permission  to  operate  auto  buses  on  Fairview  No, 
2  Route,  Camden,  N.  J p.    262 
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The  Board  will  assume  as  a  matter  of  policy,  that  the  number  of 
jitneys  in  operation  on  March  15th  on  any  given  route  were  neces- 
sary to  meet  the  traffic  conditions  on  that  route  and  would  as  a 
matter  of  course  approve  all  applications  for  mere  substitution  or 
renewals  of  existing  bus  permits,  unless  it  appeared  that  conditions 
had  80  changed  since  the  15th  of  March  as  to  make  some  other 
conclusion  necessary  or  advisable;  bearing  in  mind  the  fact  that 
public  necessity  and  ccmvenience  is  to  be  the  determining  factor  in 
reaching  a  conclusion.  The  only  question  in  this  case  is  whether 
the  evidence  produced  by  ,the  objector  is  of  such  a  character  as  to 
justify  the  Board  concluding  that  the  permit  should  not  be  granted. 
Upon  a  consideration  of  the  evidence  the  B(»ard  concludes  the 
application  should  be  granted.  Applkation  for  approval  of  transfer 
of  permit  from  William  O.  Hraem  to  Ja<^oh  V.  Meola  to  operate  bus 

on  Riverside  Route.  Pate^'son    p.    2S4 

^'ee  decision  of  the  Supreme  (^ourt  following  above  reiKirt p.    2S(» 

BRIDGES. 

Upon  the  record  in  this  matter  and  after  considering  the  evidence 
adduced  the  Board  concludes  that  the  -bridge  of  the  Bel videre- Dela- 
ware Bridge  company  crossing  the  Delaware  River  at  Belvidere.  New 
Jersey,  is  unsafely  kept  and  maintained  by  the  said  company;  that 
the  said  bridge  is  in  such  condition  as  to  be  dangerous  to  the  pub- 
lic; and  that  it  is  desirable  for  the  public  interest  and  safety  that 
repairs  be  made.  Such  repairs  are  ordered.  In  the  matter  of  con- 
dition of  bridge  of  th^  Belvidcre-Delairare  Bridge  Company  at 
Belvidere,  Netr  ^Jersey p.    454 

CANALS. 

The  Board  concludes  that  the  i»eri(>d  for  closing  the  canal  for  navi- 
gation as  heretofore  determined  by  the  Board  is  reasonable  and  the 
l>etitioner  has  not  established  any  new  fact  or  reason  to  change 
the  previous  order  of  the  Board.  Application  of  the  Delaware  and 
Raritan  Canal  Company,  Pennsylvania  Railroad  Company  lessee,  to 
extend  the  time  during  which  the  canal  may  be  closed  for  repairs, 
and  to  abandon  night  service  thereon  p.    460 

COMPETITION. 

While  this  return  is  not  as  high  as  the  valuation  of  the  property 
might  justify  under  present  day  conditions  if  it  were  operating  in 
a  non-competitive  field  it  is  sufficiently  high  to  enable  the  company 
to  pay  its  operating  expenses  and  yield  what,  in  the  Board's  judg- 
ment, is  a  fair  return  uimn  valuation,  particularly  in  view  of  the 
fact  that  the  company  entered  into  a  field  already  for  the  greater 
part  covered  by  a  tnaction  company.  In  the  matter  of  proposed 
increase  in  rates  by  the  Xetr  Jersey  and  Pennsylvania  Traction 
Company P.    244 

If  a  railway  company  sees  fit  to  enter  into  a  competitive  field  in  a 
sparsely  populated  district  it  must  be  assumed  that  it  has  consid- 
ered the  risk  of  competitive  conditions.     It  cannot  expect  a  small 
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populatiou  to  support  twti  competitivo  utilities  yielding  each  the 
same  rate  of  fare  or  return  on  property  whifh  would  be  allowed  if 
only  one  were  in  existence.  On  rehearing  of  application  of  New 
ffersey  and  Pennsylvania  Traction  Company,  for  increase  in  rates,. p.    329 

CONTRACTS. 

C^ontract«  entered  into  between  (carriers  and  shipiiers  are  subject 
to  the  police  power  of  the  State  and  the  existence  of  such  contracts  . 
between  carrier  and  shipper  does  not  estop  the  carrier  with  the 
authority  of  the  State  from  advancing  such  rates  where  the  same 
become  unreasonable.  In  the  matter  of  rates  charged  by  railroad 
companies  operating  in  the  State  of  Xew  Jersey  for  the  transporta- 
tion of  sand,  gravel  and  broken  stone  bettreen  stations  in  this 
State    p.      79 

The  complainant  denies  the  right  of  the  respondent  to  charge  for 
water  supplied  because  of  an  ordinance  requiring  the  company  to 
fuinish  water  free  to  the  public  schools.  The  iwiw^er  of  the  Board 
to  fix  rates  despite  the  provisions  of  ordinances  specifying  rates 
has  been  sustained  by  our  courts  in  a  long  line  of  cases.  The  com- 
pany is  being  iiaid  for  all  water  supplied  to  the  schools  in  the 
other  municipalities  served  by  it  in  accordance  with  the  rates  fixed 
by  the  Board.  To  countenance  the  furnishing  of  water  free  by  the 
water  company  to  the  Somerti  Point  Board  of  Ekiucation  would  in- 
volve a  discrimination  in  violation  of  the  statute.  In  re  charge  for 
irater  supplied  to  Somers  Point  Public  Schools  by  Atlantic  County 
Water  Company   p.    300 

DEPRECIATION. 

The  results  of  operations  during  the  past  ten  years  indicate  that 
the  accrued  depreciation  in  plant  has  not  been  earned  as  a  whole 
and  that  the  value  new  should  be  taken  as  a  basis  for  rates.  For 
this  purpose  the  sum  of  $193,500  which  includes  working  capital  is 
assumed.  Cape  May  Illuminating  Company — In  re  compliance  with 
inspector's  recommendations  with  respect  to  improvement  in  service 
and  in  re  application  for  imr eased  rates p.    112 

In  estimiating  charges  to  depreciation  act'ount  the  Board  holds 
thei-e  should  be  a  charge  of  substantially  $300,000  a  year  to  make 
up  past  deticiences  and  $800,000  a  year  normal  annual  appropria- 
tion ;  the  total  of  $1,100,000  to  be  appropriated  annually  during  the 
next  five  years,  subject  to  change  by  order  of  the  Board  as  the 
facts  may  warrant.  Investigation  of  the  reasonableness  of  the  rates 
of  the  Public  Service  Railirny  Company p.    140 

On  petition  of  the  predecessor  to  the  existing  c<)mpany  for  approval 
of  an  increase  in  rates  the  value  of  its  property  was  fixed  at 
.$250,000  on  the  basis  of  repi*oduction  cost  new.  less  deprei'iation. 
The  i)roperty  was  s<i1d  to  a  committee  representing  tiie  bondholders 
at  public  sale  for  $r»0,000.  The  par  value  of  the  bonds  was  $100,000. 
A  claim  is  made  of  additional  costs  and  loss  of  interest  making  the 
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<"ost  to  the  bondholders  $125,000.  This  sum,  by  stipulation,  is  taken 
as  the  basis  for  rates  in  this  proceeding.  An  allowance  of  three  per 
cent  on  $125,000  is  regarded  as  an  adequate  allowance  for  deprecia- 
tion. Application  of  the  Pleaaantville  Ga8  Company  for  further  in- 
crease in  rates p.    23(5 

DISCRIMINATION. 

To  countenance  the  furnishing  of  water  free  by  the  water  company 
to  the  Somers  Point  Board  of  Education  would  involve  a  discrim- 
ination in  violation  of  the  statute.  In  re  charge  for  water  supplied 
to  Somers  Point  Public  Schools  by  Atlantic  County  Water  Com- 
pany   p.    300 

The  adoption  of  uniform  rate  schedules  applicable  throughout  the 
entire  territory  served  by  the  company  is  proper  and  is  not  unduly 
preferential  or  unduly  discriminatory  in  favor  of  or  against  any 
municipality.  Application  of  the  Commonwealth  Water  Company 
for  further  increase  in  rates p.    423 

EXTENSIONS  OF  FACILITIES. 

That  extensions  numbered  A,  B  and  C  constitute  reasonable  exten- 
sions of  the  company's  existing  facilities  providing  the  following  con- 
ditions are  complied  with:  (a)  With  respect  to  the  extension  of 
main  described  under  caption  A,  consisting  of  3,950  feet  of 
main  with  eight  hydrants,  and  serving  36  houses,  the  company  is  to 
I'eceive  an  assurance  of  a  total  revenue  of  $1,154  per  annum,  (b) 
With  respect  to  the  extension  of  main  described  under  caption  B, 
consisting  of  700  feet  of  main  with  one  hydrant,  and  serving  eight 
houses,  the  company  is  to  receive  an  assurance  of  a  total  revenue 
of  $214  per  annum,  (c)  With  respect  to  the  extension  of  main 
described  under  caption  C,  consisting  of  550  feet  of  main  with  one 
hydrant,  and  serving  four  houses,  the  company  is  to  receive  an 
assurance  of  a  total  revenue  of  $154  per  annum,  (d)  That  the 
assurance  of  revenue  recited  under  (a),  (b)  and  (c)  are  to  be  in 
such  form  that  the  company  could,  if  necessary  use  them  as  a  basis 
to  negotiate  a  loan  to  enable  it  to  finance  either  or  all  of  said  ex- 
tensions, (e)  That  with  respect  to  each  future  customer  along  each 
of  said  extensions,  the  excess  of  annual  revenue  over  $7.10  shall  be 
credited  to  the  guarantee  on  said  extension,  (f)  When  the  total 
aggregate  revenue  from  the  customers  on  any  of  extensions  A,  B  and 
C  at  the  legal  schedule  of  r»tes  (after  deductions  indicated  in  (e) 
shall  have  been  made)  shall  equal  the  assurance  herein  provided 
for,  the  assurance  shall  cease  and  determine.  That  on  proof  that 
all  the  conditions  as  outlined  in  (1)  with  respect  to  any  or 
all  of  the  extensions  have  been  complied  with,  the  Board  will,  on 
application  by  the  complainant  within  sixty  days  from  date  hereof, 
order  the  extension  or  extensions  so  guaranteed  to  be  made  forth- 
with. Borough  of  Fair  Haven  vs.  Tintern  Manor  W^aier  Company 
— In  re  extension  of  mains  p.      81) 
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The  Board  is  of  the  opinion  that  the  financial  condition  of  the 
respondent  reasonably  warrants  the  necessary  expenditure  for  the 
purpose  of  making  this  extension  provided  a  suitable  revenue  guar- 
antee is  nKide  by  the  petitioner.  Due  to  the  difficulty  of  financing 
any  extension  at  the  present  time  it  is  considered  equitable  to  com- 
pute the  capital  return  on  the  new  investment  at  S  per  cent.  The 
Board  is  not  justified  in  oiviering  the  extension  of  the  main  at  the 
present  time  unless  the  customers  to  be  served  are  aWe  and  willing 
to  provide  a  satisfactory  guarantee  that  the  fixed  and  operating 
charges  will  be  met.  The  Welltrood  Park  [mprorement  Association, 
Incorporated  vs.  Merchantrille  Water  Company — In  re  extension 
of  service    p.    3*22 

ELECTRIC  COMPANIES.     See  Ratks— Skrvice. 

FRANCHISES. 

The  company's  estimate  of  gas  supplied  for  street  lighting  appears 
to  include  gas  furnished  free  in  accordance  with  franchise  pro- 
visions. The  Board  must  assume  in  developing  just  and  reasonable 
rates  for  all  classes  of  service  that  the  company  will  receive  the 
schedule  rates  for  such  service  including  street  lights.  Metered  ser- 
vice furnished  free  under  franchise  provisions  should  also  be  paid 
for  at  schedule  rates.  This  is  increasingly  more  important  in 
view  of  the  high  cost  of  furnishing  gas  and  in  view  of  the  fact 
that  the  gas  is  furnished  free  in  only  a  few  localities  out  of  the 
many  served  by  the  applicant.  Application  of  the  Xew  Jersey  Gas 
Corny. any  for  further  increase  in  rates !>.      30 

GAS  COMPANIES.     See  Rates— Skrvick. 

GOING  VALVE. 

Consideration  is  given  to  promotion  expenses  in  determining  devel- 
opment costs  as  going  value.  In  the  matter  of  the  investigation  of 
the  reasonableness  of  the  rates  of  the  Public  Sei'i'ice  Railway  Com- 
pany     p.    140 

In  view. of  the  settled  law  on  this  subject  in  this  State  and  in  the 
United  States,  the  question  of  making  an  allowance  for  going  value 
is  no  longer  open  to  discussion.  That  a  going  concern  has  a  value 
over  and  above  the  value  of  the  physical  property  employed  is  self- 
evident.  From  the  very  nature  of  this  element  of  value  it  cannot 
be  arrived  at  with  accuracy,  but  must  necessarily  be  considered  in 
the  light  of  all  the  facts  in  each  particular  case.  The  Public  Ser- 
vice Railway  Company  is  an  amalgamation  of  a  large  number  of 
separate  entities.  As  a  result  there  is  a  uniform  operation  which 
gives  to  the  system  las  a  whole  a  greater  value  than  would  accrue 
from  the  operation  of  its  numerous  parts  as  separate  and  distinct 
units.  After  giving  due  consideration  to  all  the  evidence  bearing 
upon  that  element  of  value  known  as  "going  \talue,"  and  to  all  the 
fact8(  having  any  bearing  upon  the  matter,  the  Board  finds  and 
determines  that  an  allowance  for  going  value  is  reasonably  repre- 
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seated  by  $12,000,000.  In  the  mafier  of  the  iuresiiffation  of  the 
reaaonahleneas  of  the  rates  of  the  Public  Service  Railicay  Com- 
pany     p.    140 

GRADE  CROSSINGS. 

The  practice  of  the  Board  respecting  applications  for  new  crossings 
at  grade,  relocation  of  tracks  and  additional  tracks,  has  generally 
been  to  require  the  consent  of  the  local  municipality  prior  to  the 
Board  passing  on  the  applications ;  but  as  safe  and  adequate  service 
requires  that  the  new  bridge  be  placed  in  operation  as  soon  as 
pmcticable,  the  Board  will  grant  permission  to  relocate  the  tracks 
in  accordance  with  the  plan  submitted,  but  without  prejudice  to  the 
legal  requirements  of  the  City  of  Newark.  Application  of  the 
yeicark  and  Hudson  Railroad  and  the  Erie  Railroad  for  permission 
to  relocate  tracks  at  grade  across  Passaic  Street  and  Fourth 
AvenuCt  in  the  City  of  Neirark   p.    ?iS4 

HEATING  STANDARD.    See  Service— Gas  Companies. 

HISTORICAL  COST. 

WTien  used  for  the  purpose  of  aiding  in  the  determination  of  the 
value  of  property  at  the  present  time,  •*hi8torical  cost*'  is  the  cost 
as  shown  by  records  of  so  much  of  the  property  as  is  found  in  place 
today.  In  determining  value  based  upon  original  cost,  it  may  be 
necessary  to  make  certain  deductions  for  accrued  depreciation  and 
certain  additions  for  appreciation,  but  the  result  so  obtained  has 
reference  to  value  and  not  at  all  to  cost.  An  analysis  of  the  testi- 
mony and  exhibits  relating  to  historical  costs  of  this  property,  taking 
into  account  the  various  corrections  made  on  cross-examination, 
shows  a  total  historical  cost  of  railway  property  existing  Decemlwr 
31,  1920,  of  $72,770,345.  Investigation  of  the  reasonableness  of  the 
rates  of  the  Public  Service  Railtray  Company p.    140 

INTEREST  DURING  CONSTRICTION. 

For  items  other  than  land  the  Board  finds  and  determines  that  the 
rate  of  interest  allowable  during  construction  should  be  computed 
at  a  rate  between  six  and  three-quarters  and  seven  i>er  cent.  up<»n 
the  physical  property  for  the  entire  construction  period.  Invesiifjn- 
tion  of  the  reasonableness  of  the  rates  of  the  Public  Service  Railtray 
Company   p.    140 

JITNEYS.    See  Auto  Buses. 

JURISDICTION. 

The.  court  bas  no  power  to  fix  the  rate,  for  that  is  committed  to 
the  Public  Utility  Commissioners,  but  where  the  order  made  is  not 
supported  by  the  evidence,  the  court  has  the  power  to  set  aside  the 
order  and  remand  the  proceeding  to  the  Commissioners  to  fix  a  just 
and  reasonable  rate  based  on  the  evidence.  Decision  N.  J.  Supreme 
Court,  Public  Service  Railway  Company  vs.  Board  of  Public  Com- 
missioners   p.      00 
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The  power  of  the  Board  to  fix  rates  despite  the  provisions  of  or- 
diuauees  specifying  rates  has  been  sustained  by  our  courts  in  a  long 
line  of  cases.  In  re  charge  for  water  supplied  to  Vomers  Point 
Public  i^chools  by  Atlantic  County  Water  Company p.    300 

MERGEUJS. 

There  must  be  approved  by  the  Board  a  general  mortgage  securing 
the  payment  of  the  additional  two  per  cent,  interest  on  a  proposed 
issue  of  first  mortgage  bonds  before  approval  can  be  given  to  the 
issuance  of  the  latter.  An  agi-wment  of  merger  and  consolidation 
must  be  submitted  before  a  petition  asking  for  approval  of  such 
merger  and  consolidation  is  granted.  Application  of  the  Morris  and 
t^omerset  Electric  Company  for  approval  of  the  issuance  of 
$.'ifJO^OOO  first  mortgage  bondSy  the  acquisition  of  the  capital  stock  of 
the  Boonton  Electric  Company  and  the  Merger  and  Consolidation 
of  the  latter  with  the  petitioner p.    379 

METERS. 

(>omplaint  is  made  that  a  water  company  insists  upon  the  installa- 
tion of  a  water  meter.  Upon  consideration  of  all  the  facts,  the 
Board  is  of  the  opinion  that  the  company  is  justified  in  insisting  upon 
the  installation  of  meters  where  there  are  additions  to  the  service 
involving  a  greater  consumption  of  water;  and  it  being  admitted 
that  a  power  washing  machine  is  now  on  the  premises  of  the  com- 
plainant the  company's  insistence  upon  installing  a  meter  is  not 
discriminatory.  Mrs.  I.  «8f.  Williams  vs.  Riverton  and  Palmyra 
Water  Company p.    316 

Customers  of  the  following  classes  should  be  discontinued  as  flat- 
rate  customers  and  served  through  meters :  barber  shops,  bake  shops, 
butcher  shops,  drug  stores  provided  with  soda  fountains,  any  store 
having  use  for  watei^  other  than  for  ordinary  toilet  facilities  for 
private  use,  churches,  public  buildings  and  water  motors.  In  the 
matter  of  filing  by  Nomerville  Water  Company  of  an  increased  water 
rate  schedule   p.    412 

OKDINANCES.    *SVe  Contracts. 

RAILROADS— CROSSINGS.    »SVc  Grade  Crossings. 

RAILROADS— STATIONS. 

As  the  necessity  for  an  agent  is  a|)parent  at  Avalon  and  Peermont 
to  afford  required  stational  convenience  during  the  period  that  busi- 
ness warrants,  the  Boai*d  under  present  conditions  will  approve  of 
an  agent  to  be  on  duty  from  May  1st  to  November  1st ;  also  that 
stations  be  kept  open  and  maintained  for  the  convenience  of  passen- 
gers during  remaining  months  of  the  year.  Application  of  the  West 
Jersey  and  Seashore  Railroad  Company  to  discontinue  maintaining 
an  agent  at  Avalon  and  Peermont p.    332 
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The  necessity  for  the  presence  of  an  agent  or  clerk  for  a  portion 
of  the  day  is  manifest  and  arrangement  should  be  made  to  have 
a  representative  «t  the  station  from  eight  a.  m,  until  one-thirty  p. 
M.  daily  excepting  Sundays;  also  that  the  station  be  kept  open 
during  the  hours  it  is  at  present  open  for  the  convenience  of  pas- 
sengers. Application  of  the  West  Jersey  and  Seashore  Railroad 
Company  to  discontinue  maintaining  an  agent  at  Buena p.    338 

As  the  expense  of  maintaining  the  agency  at  Forest  CJrove  rep- 
resents so  laiige  a  percentage  of  the  total  revenue,  if  the  company 
is  to  be  permitted  to  decrease  operating  expen^ws,  reductions  must 
be  made  in  items  least  affecting  the  general  operations  of  the  prop- 
erty. For  the  present  the  company  should  be  permitted  to  discon- 
tinue the  services  of  the  agent,  and  if  future  conditions  change  to 
the  extent  of  warranting  the  reestablishment  of  au  agent  the  mat- 
ter will  be  given  further  consideration.  Application  of  the  West 
Jersey  and  Seashore  Railroad  Company  to  discontinue  maintaining 
an  agent  at  Forest  Grove p.    340 

The  amount  of  business,  both  passenger  and  freight,  is  small  and  as 
the  salary  required  to  be  paid  the  agent  at  Allaire  is  about  $1,000 
per  year,  more  than  twice  the  amount  of  the  total  revenue  for  the 
year  1920-21,  it  does  not  seem  reaiwnable  that  the  company  should 
be  required  to  maintain  an  agent  under  existing  conditions.  Appli- 
vaiion  of  the  Pennsylvania  Railroad  Company  to  discontinue  main- 
taining an  agent  at  Allaire p.    341 

While  the  rea^sonableness  of  the  company's  desire  to  reduce  oper- 
ating expenses  under  present  conditions  warrants  consideration,  in 
view  of  the  volume  of  passenger  business  it  doe.^  not  appear  that  the 
company  would  be  warranted  in  discontinuing  the  agency.  Appli- 
cation of  the  New  Jersey  and  New  York  Railroad  Company  to  dis- 
continue maintaining  an  agent  at  Hillsdale  Manor p.    3(>4 

While  the  desire  of  the  company  to  reduce  operating  expenses  is 
recognized,  due  consideration"  should  be  given  to  the  convenience 
afforded  by  an  agent  at  a  point  where  a  fair  amount  of  business 
is  done  and  a  progressive  increase  in  revenue  is  shown.  I'nder  the 
circumstances,  the  Board  would  not  be  warranted  in  permitting  a 
reduction  of  operating  expenses  by  dispen.sing  with  the  services  of 
the  agent.  Application  of  the  New  I'orfc,  Susquehanna  and  Western 
Railroad  Company  to  discontinue  mainiaining  the  agent  at  Crystal 
Lake p.    3()5 

The  salary  of  the  agent  who  it  is  proposed  to  discontinue  is  $1,244.64 
per  annum,  representing  40  per  cent,  of  the  revenue  for  the  year 
1020-21.  Tender  present  conditions  a  regular  agent  must  receive  the 
standard  wage  scale  required  by  the  Federal  Board,  and,  as  the 
cost  of  the  Morsemere  agency  represents  so  large  a  percentage  of 
the  revenue,  it  would  not  be  reasonable  to  require  its  continuance. 
Application  of  the  Erie  Railroad  Company  to  discontinue  maintain- 
ing an  agent  at  Morsemere p.    300 
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As  the  expense  of  maintaining  the  agency  at  Kearny  represents  so 
large  a  percentage  of  the  total  revenue,  and  a  reasonable  saving 
would  result  to  the  company  by  the  elimination  of  an  item  of  ex- 
pense that  could  be  made  without  resulting  in  unreasonable  incon- 
venience, the  Board  concludes  that  for  the  present  the  company 
should  be  permitted  to  discontinue  the  services  of  the  agency  at 
Kearny,  upon  condition  that  sixty-trip,  fifty-trip  and  ten-trip  Kearny 
tickets  can  be  obtained  at  Harrison  station.  Application  of  the  Erie 
Railroad  Company  to  discontinue  maintainin^f  an  agent  at  Kearny,  .p.    8fi8 

As  the  portion  of  the  station  expenses  chargeable  to  salary  of  agent 
is  disproportionate  with  the  revenue,  it  does  not  seem  reasonable 
that  the  company  should  be  required  to  maintain  an  agent  under 
existing  conditions.  Approval  is  given  to  discontinuance  of  station 
agency  at  Woodside  upon  condition  that  sixty-trip,  fifty-trip  and 
ten-trip  Woodside  tickets  can  be  obtained  at  the  North  Newark  and 
Belleville  Stations.  Application  of  the  Erie  Railroad  Company  to 
discontinue  maintaining  an  agent  at  Woodside p.    ^»0 

Approval  is  given  to  discontinuance  of  agency  provided  the  company 
has  a  representative  at  the  station  for  transaction  of  necessary 
business  from  7  A.  M.  until  9  a.  m.  and  keeps  the  station  open  cover- 
ing hours  now  in  effect.  Application  of  the  Erie  Railroad  Von^pany 
to  discontinue  maintaining  an  agent  at  Orange p.    371 

For  the  present  the  company  should  be  permitted  to  discontinue  the 
services  of  the  agent  at  Riverside,  upon  condition  that  sixty-trip, 
fifty-trip  and  ten-trip  Riverside  tickets  can  be  obtained  at  North 
Newark  and  Newark  Fourth  Avenue  Stations.  Application  of  the 
Erie  Railroad  Company  to  discontinue  maintaining  an  agetit  at 
Riverside p.    372 

Application  to  discontinue  an  agency  is  denied  where  it  appears  that 
the  passenger  business  is  of  such  volume  as  to  reasonably  warrant 
the  necessity  of  maintaining  an  agent  for  the  convenience  of  the 
company's  patrons.  Application  of  the  Erie  Railroad  Company  to 
discontinue  maintaining  an  agent  at  South  Paterson p.    373 

Application  to  dijicontinue  an  agency  is  denied  where  the  salary  of 
the  apent  represents  but  15.8  per  cent,  of  the  annual  revenue,  and 
material  inconvenience  would  result.  Application  of  the  Erie  Rail- 
road Company  to  discontinue  maintaining  an  a{f,ent  at  Brighton 
Avenue   ^ p.    375 

A  petition  to  remove  an  agent  is  denied  where  the  salary  of  the  agent 
is  but  17.8  per  cent,  of  the  annual  revenue  and  material  incon- 
venience would  result.  Application  of  the  Erie  Railroad  Company  to 
discontinue  maintaining  an  agent  at  Prospect  Street p.    376 
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As  the  public  would  not  suffer  material  iueonveuieuee  and  the  ex- 
l)en8e  of  maintaining  an  anient  at  Tranquility  approximates  (50  per 
cent,  of  the  total  yearly  revenue,  it  is  held  not  to  be  unreason- 
able under  existing  conditions  to  permit  the  removal  of  the  agent. 
Application  of  the  Lehigh  and  Hudson  River  Railway  Company  to 
dinvontinue  maintaining  an  agent  at   Tranquility p.    377 

Application  to  change  the  name  of  a  station  is  denied  where  the  evi- 
dence shows  that  more  confusion  and  inconvenience  would  exist  if 
the  change  is  made.  Application  of  the  Borough  of  East  Paterson 
for  (change  of  name  of  station  on  Xew  York,  Susquehanna  and  West- 
ern Railroad  from  Dundee  Lake  to  East  Paterson p.    410 

RATE  OF  RETT  RN. 

Mere  failure  to  earn  a  proper  return  on  a  line  whicii  is  part  of  a 
system  is  not  sufficient  ground  for  its  abandonment.  In  the  matter 
of  the  abandonment  of  portion  of  the  line  and  removal  of  tracks  of 
the  firidgeton  and  Millville  7^raction  Company p.        (> 

To  obtain  a  return  of  seven  per  cent,  on  the  rate  base  and  meet  op- 
erating expenses  and  taxes  a  total  revenue  for  the  year  of  $(i3401 
will  be  required.  Of  this  ^,307  it  is  estimated  should  come  from  a 
service  charge  to  metered  customers,  $46,308  from  sales  of  gas  to 
such  customers.  $4,874  from  street  lights  and  $9,892  from  sales  of 
gas  to  the  other  company.  Application  of  the  Ocean  County  Gas 
Company  for  further  increase  in   rates p.      16 

In  determining  the  rates  to  be  diarged  by  a  gas  company  the  value 
of  the  tangible  property  as  a  basis  for  rates  is  taken  as  $1,11*2,731. 
To  this  $115,395  is  added  for  intangible  fixed  capital  and  $65,400 
equal  to  five  per  cent,  of  the  sum  so  obtained  is  added  for  working 
capital.  The  total  amounts  to  $1,373,500.  The  company  asks  that 
the  Board  allow  it  an  8  per  cent,  return  on  the  fair  value  of  its 
property  devoted  to  the  public  use.  In  view  of  the  fact  that  the 
trend  of  prices  is  distinctly  downward  the  Board  allows  the  amount 
of  net  revenue  derived  in  lOKJ,  viz.,  $90,000.  Application  of  the 
\ew  Jnsey  Oas  Company  for  further  increase  in  tates p.      30 

An  electric  railway  company  is  authorized  to  increase  its  fare  from 
seven  cents  to  eigfit  cents.  The  increased  rate  is  not  calculated  to 
yield  to  the  company  the  revenue  to  which  it  is  entitled  upon  the 
capitalization  approved  by  the  Board  but  is  the  maximum  the  traffic 
will  bear.  Application  of  the  Salem  and  Pennsgrove  Traction  Com- 
pany for  an  increase  in  rates p.      76 

The  increased  rates  submitted  are  approved,  it  appearing  that  after 
paying  oi)erating  expenses  and  taxes  the  net  revenue  will  not  pro- 
vide a  return  of  even  six  per  cent,  on  the  original  cost  of  the  prop- 
erty. Application  of  the  Vincentoirn  Water  Company  for  iufrcased 
rates p.      86 
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The  Board  regards  it  as  useless  to  consider  any  particular  rate  of 
return  on  the  value  of  the  petitioner's  property  as  it  does  not  appear 
possible  to  fix  any  schedule  of  charges  which  would  enable  it  to 
obtain  net  income  sufficient  to  pay  a  reasonable  return  on  such  value. 
The  Board  will  allow  such  rates  as  in  its  judgment  the  value  of  the 
service  justifies  and  which  are  not  higher  than  the  traffic  can  reascui- 
ably  bear.  Application  of  the  Bridgeton  and  Millville  Traction 
Company  for  furth^er  increase  in  rates p.      J)6 

A  total  fixed  capital  of  $30,715  is  fixed  to  which  $1,500  is  added 
as  working  capital  resulting  in  a  rate  base  of  $32,215.  On  this  a 
return  of  six  per  "cent.,  or  $1,033,  is  allowed.  The  sura  of  $1,610  is 
apportioned  to  metered  gas  service  and  $325  to  street  lighting. 
Application  of  the  Mfidford  Gas  Company  for  further  increase  in 
rates  p.  105 

A  return  of  6  per  cent,  is  allowed  on  a  rate  base  of  $103,500.-  Total 
operating  expenses  are  estimated  as  $50,385  and  taxes  at  $4,500. 
The  total  arrived  at  including  the  return  is  $66,475.  A  deduction 
is  made  of  $1,500  for  miscellaneous  revenue,  leaving  $64,975  which 
it  is  estimated  amounts  to  $2,572  per  thousand  cubic  feet  of  gas  sold. 
Cape  Mny  Illuminating  Company — In  re  compliance  with  inspector's 
recommendations  tpith  respect  to  improvement  in  service  and  appli- 
cation for  increased  rates p.    112 

The  estimated  net  increase  of  $185,000  added  to  the  net  income  for 
1920  results  in  a  sum  of  $343,000  which  approximately  is  the  esti- 
mated amount  that  would  be  obtained  from  an  eight  cent  fare.  The 
foregoing  sum  is  nearly  a  seven  per  cent,  return  on  the  highest  esti- 
mate of  value  of  the  company's  property  and  approximately  eight 
per  cent,  on  the  lowest.  Proposed  increase  in  rates  of  the  Trenton 
and  Mercer  County  Traction  Company p.    129 

A  return  of  slightly  over  seven  per  cent,  on  valuation  held  to  be  fair. 
Investigation  of  the  reasonableness  of  rates  of  the  Public  Service 
Railway  Company    p.    140 

While  this  return  is  not  as  high  as  the  valuation  of  the  property 
might  justify  under  present  day  conditions*  if  it  were  operating  in  a 
non-competitive  field,  it  is  sufficiently  high  to  enable  the  <?ompany  to 
pay  its  operating  expenses  and  yield  what,  in  the  Board's  judgment, 
is  a  fair  return  upon  valuation,  particularly  in  view  of  the  fact  that 
the  company  entered  into  a  field  already  for  the  greater  part  covered 
by  a  traction  company.  It  would  be  unreasonable  to  compel  the 
public  to  pay  a  rate  of  return  at  present  day  rates  upon  unlimited 
duplication  of  facilities.  In  the  mutter  of  proposed  increase  in  rates 
by  the  New  Jersey  and  Pennsylvania  Traction  Company p.    244 

If  the  additions  to  property  above  set  forth  and  absolutely  needed 
in  order  that  the  company  would  be  in  a  position  to  furnish  safe, 
adequate  and  proper  service  to  its  customers  were  now  in  place,  the 
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value  upon  which  present  rates  should  be  based  is  slightly  upwards 
of  $400,000  and  the  anticipated  net  return  would  be  about  6.7  per 
cent,  on  this  latter  figure.  Borough  of  Barrington  vs.  New  Jersey 
Water  Serviee  Company — In  re  inadequate  Stervice  and  application  of 
the  Xew  Jersey  Water  Service  Company  for  approval  of  increased 
rates    p.    rWO 

The  Board  does  not  accept  the  company's  contention  that  an  eight 
per  cent,  return  should  be  allowed.  If  a  company  has  a  long  record 
of  efficient  operation,  during  which  it  has  earned  eight  per  cent,  or 
more  upon  the  property  devoted  to  the  public  service  the  Board  is 
inclined  to  allow  a  higher  rate  of  return  than  to  a  company  whose 
history  shows  it  has  been  rarely  able  to  earn  an  eight  per  cent, 
return  under  rates  fixed  by  itself  and  admittedly  satisfactory  to  it. 
The  Board  does  not  construe  the  statute  under  which  it  has  been 
created  or  the  decisions  of  the  courts  t6  impose  the  duty  of  fixing 
a  uniform  rate  of  return  for  all  utilities.  To  do  so  would  be  in  a 
sense  a  discrimination  against  the  utility  which  has  been  efficiently 
managed  and  operated  and  would  reward  beyond  its  deserts  the 
poorly  managed  utility  or  one  less  fortunately  situated  with  respect 
to  the  size  of  the  community  it  serves  and  the  grou'th  and  develop- 
ment of  its  business.  Taking  into  consideration  the  recent  history 
of  the  company  the  Board  holds  that  the  rate  of  return  the  com- 
pany should  be  permitted  to  earn  upon  the  valuation  accepted  should 
be  slightly  in  excess  of  seven  per  cent.  In  the  matter  of  filing  hy 
SomervUle  Water  Company  of  an  increased  water  rate  schedule. . .}).    412 

To  hold  that  when  the  Board  fixes  a  rate  of  return  that  rate  must  be 
earned  or  the  deficits  made  good  by  the  allowance  of  higher  rates  is 
to  mortgage  the  future  to  the  company.  All  that  a  Board  can  be 
expe<»ted  to  do  is  to  fix  what  is  a  fair  rate  under  the  conditions 
existing  at  the  time.  It  should  not  be  held  as  a  guarantor  of  the 
rate  nor  of  stable  conditions  in  the  business.  Application  of  the 
Commonwealth  Water  Company  for  further  increase  in  rates p.    423 

RATES— ELEC'TRK^  (H)MPANIES. 

Application  is  made  by  an  electric  utility  for  such  increase  in  rates 
as  will  provide  a  reasonable  yearly  sum  for  amortization  purposes 
and  pay  current  debts,  interest  on  bonded  indebtedness  of  $50,000 
and  such  additional  sum  thereto  as  to  the  Board  may  seem  proper. 
A  total  of  $49,000  is  taken  as  a  basis  for  rates.  Allowing  a  return 
of  seven  per  cent,  on  this  amount  it  is  estimated  $28,715  will  be 
required  to  provide  such  return  and  meet  production  and  other  ex- 
penses including  $1,440  for  depreciation.  A  rate  schedule  is  fixed 
estimated  to  produce  $28,019,  the  differem-e  being  due  to  disallow- 
ance of  an  increase  in  charges  for  street  lighting  for  which  the  com- 
pany is  under  contract  that  does  not  expire  until  June  1,  1922. 
The  Board  holds  the  company  must  absorb  the  loss  in  the  amount 
allowed  for  return  until  the  contra'ct  expires.  Application  of  the 
Washington  Electric  Company  for  further  increase  in  rates* p.    290 


Digitized  byCjOOQlC 


400  Index. 


On  February  27th,  1018,  the  Board  authorized  the  Public  Service 
Electric  Company  to  file  amended  tariffs  providing  for  a  war  sur- 
charge of  twenty-five  per  cent,  to  each  bill  of  its  wholcHnle  and 
kilowatt  year  customers  and  each  bill  of  its  retail  power  customers. 
The  same  surcharge  was  allowed  on  schedules  for  break  down  ser- 
vice, the  refrigerator  rate  and  elevator  rate.  A  coal  clause  provid- 
ing for  additional  charges  dependent  upon  the  prices  of  coal  beyond 
a  certain  minimum  was  also  authorized.  The  charges  authorized 
were  designed  to  provide  revenue  to  enable  the  company  to  pay  its 
rentals,  dividends  of  eigfht  per  cent,  on  its  capital  stock  and  to 
.  appropriate  a  sufficient  sum  to  general  amortization.  On  July  30th, 
1010.  the  Board  abrogated  the  surcharge,  as  it  affected  customers 
supplied  under  the  uniform  power  and  the  elevator  rates.  It  now 
being  apparent  that  the  company  is  earning  enough  without  the 
surcharge  to  pay  its  rentals,  dividends  of  eight  per  cent,  on  capital 
stock  to  appropriate  an  ample  amount  for  amortization  of  fixed 
capital  as  well  as  a  substantial  surplus,  the  Board  is  of  the  opinion 
that  wiih  the  entire  abrogation  of  the  twenty-five  per  cent,  sur- 
charge the  company  will  have  a  sufficient  net  income  to  assure  the 
continuance  of  safe,  adequate  and  proper  service,  and  to  enable  it  to 
market  its  securities  and  finance  the  necessary  extension  required 
by  the  growth  of  its  business.  In  ihe  matter  of  modification  of  the 
electric  poicer  rates  of  Public  Service  Electric  Company p.    405 

RATES.  EXPENSES.  IN  INVESTIGATIONS  OF. 

Expenses  in  connection  with  investigations  of  rates  should  not  be 
included  as  a  proper  cost  in  any  one  year.  It  would  apper.r  that 
this  item  of  cost  should  be  charged  uniformly  throughout  a  i>eriod 
of  seven  years.  Application  of  the  Cotnmonwealth  Water  Company 
for  further   increase   in   rates p.    423 

RATES— (MS  COMPANIES. 

Application  is  made  by  a  gas  company  for  an  increase  of  l.S  cents 
per  thousand  cii-bic  feet  in  its  rate  for  gas.  Giving  due  consideration 
to  all  the  conditions  the  Board  is  of  the  opinion  that  the  increase 
petitioned  for  would  not  be  unlawful  or  opposed  to  the  welfare  of 
the  community  served  or  the  reasonable  requirements  of  the  com- 
pany. Application  of  the  City  (las  Light  Company  for  increase  in 
rates    p.        2 

Increase  in  rates  allowed  to  meet  necessary  operating  expenses  and 
provide  return  on  additional  capital  required  to  improve  ser\'ice. 
Wildirood  Oas  Company — In  re  service  and  in  re  rates p.        8 

Of  the  total  of  .$182,150,  fixed  as  the  value  of  the  property  of  a  gas 
company  for  a  rate  base,  it  is  held  that  $13,315  should  be  assigned 
to  street  lighting  service.  $1.35,437  to  the  service  of  domestic  con- 
sumers and  $23,308  to  the  service  of  another  gas  company,  which 
sells  gas  bought  in  bulk  from  the  company  under  consideration. 
To  obtain  n  return  of  seven  per  cent,  on  the  rate  base  and  meet 
operating  expenses  and  taxes,  a  total  revenue  for  the  year  of  $*13.4(>1 
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will  be  required.  Of  this  $4,367  it  is  estimated  should  come  from 
a  service  charge  to  metered  customers,  $46,308  from  sales  of  gas 
to  such  customers,  $4,874  from  street  lights  and  $9,892  from  sales 
of  gas  to  the  other  company.  A  schedule  of  rates  estimated  to  pro-- 
vide  the  above-mentioned  amounts  is  fixed.  Application  of  the 
Ocean  County  Oas  Company  for  further  increase  in  rates p.      16 

The  Tuckerton  Gas  Company  buys  its  gas  from  the  Ocean  County 
Gas  Company.  The  Board  has  fixed  a  price  to  be  dharged  by  the 
Ocean  County  Gas  Company  to  the  Tuckerton  Company  of  $1.90  per 
thousand  cubic  feet.  It  is  assumed  that  the  latter  company  will 
pay  this  price  for  gas.  A  return  of  $1,500  is  allowed  upon  the  com- 
pany's property  in  service.  To  provide  for  this  return,  purchase 
of  gas,  other  operating  expenses  and  taxes,  it  is  estimated  $14,160 
will  be  required ;  of  this  $3,229  is  allocated  to  street  lights  and 
$10,931  to  metered  service.  A  schedule  of  rates  connistent  with  the 
foregoing  is  fixed.  Application  of  the  Tuckerton  Oaa  Company  for 
further  increase  in  rates p.      25 

In  determining  the  rates  to  be  charged  by  a  gas  company  the  value 
of  the  tangible  property  as  a  basis  for  rates  is  taken  as  $1,192,731. 
To  this  $115,305  is  added  for  intangible  fixed  capital  and  9(65,400 
equal  to  five  per  cent,  of  the  sum  so  obtained  is  added  for  working 
capital.  The  total  amounts  to  $1,373,560.  The  company's  estimate 
of  gas  supplied  for  street  lighting  appears  to  include  gas  furnished 
free  in  acc»ordance  with  franchise  provisions.  The  Board  must  as- 
sume in  developing  just  and  reasonable  rates  for  all  classes  of  ser- 
vice that  the  company  will  receive  the  schedule  rates  for  such  ser- 
vice, including  street  lights.  Metered  service  furnished  free  under 
franchise  provisions  should  also  be  paid  for  at  schedule  rates.  This 
is  increasingly  more  important  in  view  of  the  high  cost  of  furnish- 
ing gas  and  in  view  of  the  fact  that  the  gas  is  furnished  free  in  only 
a  few  localities  out  of  the  many  served  by  the  applicant.  The  com- 
pany asks  that  the  Board  allow  it  an  8  per  cent,  return  on  the  fair 
valqe  of  its  property  devoted  to  the  public  use.  In  view  of  the  fact 
that  tflie  trend  of  prices  is  distinctly  downward  the  Board  allows  the 
amount  of  net  revenue  derived  in  1916,  viz.,  $90,000.  A  study  of  the 
property  shows  that  3.53  per  cent,  should  be  assigned  to  street  lamps 
and  the  remainder  96.47  per  cent,  to  metered  service.  It  is  esti- 
mated that  to  provide  for  operating  expenses  and  taxes  and  a  return 
of  $90,000.  the  sum  of  $437,800  will  be  require^  Of  this  $417,110 
should  come  from  metered  service  and  $20,(590  from  street  lighting. 
In  fixing  a  schedule  of  rates  to  be  charged  it  is  required  that  in  a 
part  of  the  territory  served,  where  the  service  is  admittedly  deficient 
and  an  order  of  the  Board  requiring  improvements  (has  not  been  com- 
plied with,  the  rate  charged  shall  be  ten  cents  per  thousand  cubic 
feet  less  than  in  other  parts  of  the  territory.  Application  of  the 
New  Jersey  Gas  Company  for  further  increase  in  rates p.      30 
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A  total  fixed  capital  of  $30,715  is  fixed  to  which  $1,500  is  added  as 
working  capital  resulting  in  a  rate  base  of  $32,215.  On  this  a  return 
of  six  per  cent,  or  $1,933  is  allowed.  The  sum  of  $1,610  is  appor- 
tioned to  metered  gas  service  and  $325  to  street  lighting.  To  afford 
the  required  revenue  a  rate  of  $1.70  in  addition  to  a  service  charge 
of  25  cents  per  mx>nth  for  individual  customers  and  a  charge  of  $30.00 
per  annum  for  street  lighting  are  allowed.  Application  of  the  Med- 
ford  Gas  Company  for  further  increase  in  rates p.    105 

The  results  of  operations  during  the  past  ten  years  indicate  that  the 
accrued  depreciation  in  plant  has  not  been  earned  as  a  whole  and 
that  the  value  new  should  be  taken  as  a  basis  for  rates.  For  this 
purpose  the  sum  of  $193,500,  which  includes  working  capital,  is 
assumed.  Unaccounted  for  gas  amounting  to  approximately  38  per 
cent,  of  the  average  output  in  the  years  1919  and  1920  does  not  show 
efficient  management,  and  such  inefficiency  should  not  be  charged  to 
the  consumers.  In  estimating  the  unaccounted  for  gas,  6346  M.  cu. 
ft.  is  allowed  in  a  total  production  of  32,300  M*.  cu.  ft  A  return  of 
6  per  cent,  is  allowed  on  a  rate  base  of  $193,500.  Total  operating 
expenses  are  estimated  as  $50,385  and  taxes  at  $4,500.  The  total 
arrived  at  including  the  return  is  $66,475.  A  deduction  is  made  of 
$1,500  for  miscellaneous  revenue,  leaving  $64,975,  which  it  is  esti- 
mated amounts  to  $2,572  per  thousand  cubic  feet  of  gas  sold.  A  schedule 
of  rates  is  fixed  providing  a  minimum  charge  of  seventy -five  cents 
per  month  and  a  price  per  thousand  cubic  feet  of  $2.55  for  the  first 
5,000  cubic  feet  sold  with  decreases  for  larger  quantities  consumed. 
Ca^  May  Illuminating  Company — JTw  re  compliance  with  inspector*8 
recommendations  with  respect  to  improvement  in  service  and  appli- 
cation  for  increased  rates  p.    H2 

In  a  decision  filed  July  27th,  1920,  the  Board  authorized  an  increase 
in  rates  designed  to  afford  the  petitioner  sufficient  additional  revenue 
to  meet  increased  operating  cost  amounting  to  $75,343.  The  company 
claims  that  the  increased  charge  allowed  of  35  cents  per  thousand 
cubic  feet  applied  to  the  quantity  of  gas  sold  results  in  additional 
revenue  of  but  $59,600.  It  asks  that  a  yearly  service  charge  appli- 
cable to  summer  customers  be  allowed  or  that  it  be  advised  from  what 
soupces  the  full  amount  of  the  estimated  revenue  should  come. 
Since  the  rate  was  increased  the  Board  has  reduced  the  heating 
standard  for  gas  and  it  appears  also  that  the  price  of  gas  oil  to  the 
petitioner  has  materially  decreased.  It  is  estimated  that  the  de- 
creased cost  of  manufacture  is  more  than  sufficient  to  equalize  the 
difference  between  the  actual  revenue  and  that  estimated  in  the 
prior  proceeding.  The  petition  is  denied.  In  the  matter  of  the 
collection  of  a  service  charge  by  the  Coast  Gas  Company p.    r^ 

On  petition  of  the  predecessor  to  the  existing  company  for  approval 
of  an  increase  in  rates  the  value  of  its  property  was  fixed  at  $250,000 
on  the  basis  of  reproduction  cost  new,  less  depreciation.  The  prop- 
erty was  sold  to  a  committee  representing  the  bondholders  at  public 
sale  for  $60,000.    The  par  value  of  the  bonds  was  $100,000.    A  claim 
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is  made  of  additional  costs  and  loss  of  interest  making  the  cost  to 
the  bondholders  $125,000.  This  sum,  by  stipulation,  is  taken  as  the 
basis  for  rates  in  this  proceeding.  An  allowance  of  three  per  cent, 
on  $125,000  is  regarded  as  an  adequate  allowance  for  depreciation. 
Making  allowances  for  decreased  costs  of  production,  deducting 
amounts  which  appear  to  be  excessive  in  the  company's  estimate  of 
operating  expenses  and  depreciation  and  for  additional  revenue  from 
increased  rates  heretofore  allowed  the  Board  finds  that  the  schedule 
of  rates  petitioned  for  is  unjust  and  unreasonable.  Application  of 
the  PleasantviUe  Oas  Company  for  further  increase  in  rates p.    230 

An  agreement  was  reached  after  conference  between  representative 
of  a  gas  company  and  of  the  municipality  served,  which  provided  for 
increased  rates  and  improved  service.  The  Board  finds  that  the  rates 
agreed  upon  are  reasonable  and  fair  to  both  parties  concerned  and 
probably  as  low  as  the  Board  would  have  been  justified  in  ordering 
put  into  effect  after  further  and  possibly  protracted  hearings.  The 
rates  agreed  upon  are  authorized  subject  to  the  condition  that  plant 
improvements  be  made  and  that  the  installation  and  maintenance  of 
meters  and  services  from  main  to  curb  will  be  at  the  expense  of 
the  company.  Application  of  the  Netoton  Oas  Company  for  increased 
rates i p.   457 

In  investigating  the  reasonableness  of  the  rates  charged  by  the 
Public  Service  Gas  Company  the  first  question  to  be  determined  is 
whether  or  not  the  counties  of  ESssex,  Bergen  and  Hudson  shall  be 
given  a  divisional  rate  or  whether  the  rate  shall  be  a  company  wide 
rate.  The  Board  holds  that  when  no  appraisal  of  the  property  in 
any  division  other  than  the  Passaic  Division  is  before  it,  and  in  view 
of  the  practice  adopted  heretofore,  the  rate  for  the  present  and  until 
such  time  as  it  may  be  possible  to  obtain  an  appraisal  of  the  com- 
pany's property  in  toto,  shall  be  continued  as  a  company  wide  rate. 
Reproduction  cost  new  in  a  period  of  inflation  is  not  a  proper 
basis  for  valuation  for  the  purpose  of  fixing  a  rate  although  some 
consideration  should  be  given  to  an  allowance  for  appreciation  of  a 
company's  property  in  view  of  present  economic  conditions.  An  esti- 
nmte  of  value  based  upon  the  general  trend  of  prices  is  a  better 
test  than  cost  to  reproduce  on  a  certain  date.  The  fair  value  of  the 
company's  property  in  the  Passaic  Division  is  placed  at  $6,500,000, 
on  which  a  return  of  eight  per  cent  is  allowed.  It  is  determined  that, 
by  reason  of  decrease  in  costs,  the  rates  for  metered  consumption  of 
gas  filed  pursuant  to  the  Board's  finding  of  August  4th,  1920,  are  no 
longer  just  and  reasonable.  A  schedule  of  rates  to  be  charged  is 
fixed.  In  the  matter  of  the  rates  charged  for  gas  by  the  Public  Ser- 
vice Oas  Company p.    465 

RATES— RAILROAD  COMPANIES. 

Contracts  entered  into  between  carriers  and  shippers  are  subject  to 
the  police  power  of  the  State  and  the  existence  of  such  contracts 
between  carrier  and  shipper  does  not  estop  the  carrier  witih  the  au- 
thority of  the  State  from  advancing  such  rates  where  the  same  be- 
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come  unreasoDfible.  The  character  of  the  commodities  transported, 
their  weight,  the  space  they  oocupy,  the  kind  of  equipment  used, 
the  service  rendered,  the  value  of  the  commodity  itself  and  the  dam- 
age or  loss  of  injury  liable  in  transportation,  are  all  elements  that  must 
necessarily  be  considered  in  any  determination  seeking  to  ascertain 
the  justness  and  reasonableness  of  a  proposed  rate.  The  average 
distance  hauled  and  the  service  of  loading  and  unloading  are  also 
elements.  From  all  the  testimony  presented,  it  is  held  that  the 
imposition  of  40  per  cent,  upon  the  rates  existing  under  General 
Order  28  would  be  excessive,  discriminatory,  unjust  and  unreason- 
able as  applied  to  these  low  grade  commodities  moving  only  short 
distances  as  is  the  fact  within  this  State.  The  imposition  of  15 
per  cent,  upon  the  rates  existing  and  charged  by  the  railroads  prior 
to  the  increase  authorized  by  the  Interstate  Commerce  Commission 
in  Ex  Parte  74  would  be  just  and  reasonable.  The  imposition  of  this 
percentage  will  remedy  the  discrimination  caused  by  General  Order 
No.  28,  as  between  these  commodities  and  all  other  commodities  af- 
fected by  that  order,  and  will  also  bring  the  New  Jersey  rates  into 
appropriate  alignment  with  the  rates  on  these  commodities  in  adjoin- 
ing states.  In  the  matter  of  rates  charged  hy  railroad  companies 
operating  in  the  State  of  New  Jertey  for  the  transportation  of  sand, 
gravel  and  broken  stone  between  stations  in  this  State p.      79 

In  permitting  the  application  to  intra-state  rates  of  the  40  per  cent 
increase  which  was  put  in  effect  as  a  result  of  I.  C.  C.  Ex  Parte  No. 
74,  the  Board  did  not  hold  that  such  increase  would  result  in  just 
and  reasonable  rates  upon  all  classes  of  commodities  affected.  Refer- 
ence was  made  at  the  time  to  protests  against  increases  in  rates  on 
shipments  of  iron  ore  between  New  Jersey  points  and  the  Board 
stated  that  if  the  complainants  so  desired  it  would  afford  them  hear- 
ing on  application  to  reduce  these  rates.  The  Board  has  endeavored 
to  eliminate  the  inequalities  which  crept  into  the  intra-state  rates 
for  iron  ore  as  a  result  of  the  several  flat  increases  made  heretofore 
and  concludes  an  increase  of  15  per  cent,  should  be  allowed  instead 
of  40  per  cent  The  rates  fixed  recognize  substantially  the  same  differ- 
entials which  existed  in  the  rate  structure  applicable  for  an  extended 
period  prior  to  the  first  of  the  increases.  They  are  generally  con- 
sistent with  rates  charged  by  the  respondent  and  other  carriers  for 
comparable  intra-state  hauls  in  New  Jersey  of  iron  ore  and  other 
commodities  having  like  general  characteristics.  Ringxcood  Com- 
pany vs.  Erie  Railroad  Company  et  al.,  and  Pequest  Company  vs. 
Delaware,  Lackawanna  and  Western  Railroad  Company — In  re  rates 
on  iron  ore p.    439 

RATES— ^SEWERAGE  COMPANIES. 

A  schedule  providing  for  increased  rates  by  a  sewer  company  is 
allowed,  it  appearing  that  the  earnings  of  the  company  are  not  suffi- 
cient to  pay  increase  operating  expenses  since  the  Board  approved 
its  rates  in  1918  and  to  pay  interest  on  bonds  authorized  by  the 
Board.  Proposed  increase  in  rates  by  the  Ocean  City  Sewer  Com- 
pany  t p.      46 
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RATES— STREET  RAILWAYS. 

The  petitioner's  property  was  sold  in  1910  at  receiver's  sale,  the 
bondholders  purchasing  it  for  $120,000.  It  was  testified  at  the  time 
that  the  property  was  probably  worth  the  bonds  paid  for  it,  which 
then  had  a  face  value  of  $400,000.  The  company  also  submitted  an 
appraisal  of  its  property  showing  original  cost  of  $343,004  and  re- 
production cost  of  $530,017.  For  the  year  1919  gross  operating 
revemues  were  $78,500,  including  $1,925  miscellaneous  revenues. 
Deducting  the  latter  leaves  $76,575  as  the  amount  of  passenger  rev- 
enue. It  is  estimated  the  operating  expenses  and  taxes  for  the  coming 
year  will  be  $79,190.  Adding  to  this  $9,025  depreciation  allowance 
previously  fixed  by  the  Board  makes  $88,815  total  of  revenue  deduc- 
tions. The  Board  determines  an  increase  from  five  cents  to  seven 
cents  in  each  of  the  company's  fare  zones  should  be  approved,  subject 
to  the  condition  that  the  company  arranges  to  transport  passengers 
throughout  the  zone  extending  from  Chester  Avenue,  in  Moorestown, 
to  Hartford  instead  of  from  Hartford  to  Borton's  Lianding  Road. 
Application  of  the  Burlington  County  Transit  Company  for  increased 
ratet p.      51 

The  railway  company  bases  its  present  application  for  an  increase 
in  rates  on  the  theory  adopted  by  the  Board  in  former  proceedings 
in  which  increases  were  allowed ;  that  is  to  say,  that  the  rate  applied 
for  is  an  emergency  rate.  At  the  time  an  emergency  increase  was 
allowed  this  country  was  in  active  participation  in  the  war,  a  crisis 
was  imminent  and  it  was  ascertained  that  in  order  to  render  tne 
public  continuous  safe,  adequate  and  proper  service  the  company  re- 
quired additional  revenue  and  it  was  determined  that  the  existing 
rate  was  insufficient.  In  the  opinion  of  the  Board,  there  is  no  such 
emergency  present  as  would  require  it  to  fix  any  other  rate  in  excess 
of  the  existing  rate  without  consideration  of  all  the  elements  recog- 
nized as  being  entitled  to  consideration  in  a  proceeding  to  fix  a  just 
and  reasonable  rate.  Under  all  conditions,  a  result  based  upon  an 
investigation  with  a  full  consideration  of  the  various  factors  neces- 
sarily requiring  consideration  for  the  fixation  of  a  just  and  reasonable 
rate  would  be  more  just  to  both  the  public  and  the  company  than  one 
based  upon  the  few  factors  presented  in  and  necessarily  the  only 
ones  considered  in  emergency  cases.  Analysis  of  operating  revenues 
and  expenses  indicates  that  the  company  is  not  in  such  urgent  need 
of  revenue  as  would  preclude  its  continuing  furnishing  service  for 
the  time  required  to  complete  the  collateral  case  in  which  the  value 
of  its  property  is  being  Considered.  The  Board  is  not  satisfied  from 
the  proofs  offered  by  the  company  that  it  is  at  this  time  in  need  of  the 
relief  to  be  afforded  by  the  schedule  as  filed  nor  is  it  satisfied  that  it 
should  at  this  time  be  granted  any  further  increase  in  the  present 
schedule  of  fares.  Application  of  the  Public  Service  Railway  Com- 
pany for  a  further  increase  in  rates p.      57 

Sf'e  Decision  of  Supreme  Court  following  report  of  the  Board.  ....p.      60 
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The  appraised  value  of  the  physical  property  of  the  company  as  of 
December  Slst,  1917,  is  $2,514,563.  Net  expenditures  for  capital 
purposes  between  that  date  and  October  31st,  1920,  were  $10,192.68, 
making  a  total  present  physical  value  of  $2,524,755.88.  The  out- 
standing securities  amount  to  $2,296,650.  The  value  of  the  physical 
property  without  any  allowance  for  intangibles  of  any  kind  is  in 
excess  of  the  total  amount  of  the  securities  issued.  Under  the  pro- 
posed rates  the  estimated  operating  revenues  are  approximately 
$414,000.  The  operating  revenue  deductions  are  $317,000,  leaving 
an  operating  income  of  approximately  $94,000.  The  income  deduc- 
tions of  approximately  $104,000  result  in  an  estimated  loss  of  more 
than  $9,000.  An  analysis  of  the  estimated  operating  expenses  would 
indicate  that  they  are  excessive  but  not  to  the  extent  of  materially 
affecting  the  result.  The  Board  is  satisfied  the  proposed  rates  are 
not  unjust  or  unreasonable  and  will  not  produce  an  excessive  return 
on  the  physical  value  of  the  property.  In  the  matter  of  the  increase 
in  Ha  schedule  of  rates  for  transportation  hy  the  Public  Service 
Railroad  Company   p.      74 

An  electric  railway  company  is  authorized  to  increase  its  fare  from 
seven  cents  to  eight  cents.  The  increased  rate  is  not  calculated  to 
yield  to  the  company  the  revenue  to  which  it  is  entitled  upon  the 
capitalization  approved  by  the  Board  but  is  the  maximum 'the  traffi.c 
will  hear.  Application  of  the  Salem  and  Pennsgrove  Traetion  Com- 
pany for  an  increase  in  rates p.      76 

The  Board  regards  it  as  useless  to  consider  any  particular  rate  of 
return  on  the  value  of  the  petitioner's  property  as  it  does  not  appear 
possible  to  fix  any  schedule  of  charges  which  would  enable  it  to  obtain 
net  income  sufficient  to  pay  a  reasonable  return  on  such  value.  The 
Board  will  allow  such  rates  as  in  its  judgment  the  value  of  the  ser- 
vice justifies  and  which  are  not  higher  than  the  traffic  can  reason- 
ably bear.  An  increase  in  fare  from  six  cents  to  ten  cents  is  dis- 
approved, the  Board  holding  that  this  would  defeat  its  own  purpose 
and  the  net  income  of  the  property  would  not  be  increased  in  the 
way  necessary  to  preserve  the  service  for  the  benefit  of  the  riding 
public  Increases  in  part  of  the  system  from  six  cents  to  seven  cents 
and  in  another  from  six  cents  to  eight  cents  are  allowed.  Fares  of 
school  children  are  fixed  at  one  and  one-half  cents  per  mile  and 
freight  rates  are  adjusted.  Application^ of  the  Bridgeton  and  Mill- 
vUle  Traction  Company  for  further  increase  in  rates. p.      06 

In  considering  a  proposed  increase  in  fare  by  a  street  railway  from 
seven  cents  to  ten  cents  the  Board  had  before  it  estimates  of  the 
value  of  the  company's  property  ranging  from  $3,957,056  to  $5,000,- 
000.  Operating  revenues  for  the  year  1920  amounted  to  $1,401,863 ; 
operating  expenses  and  taxes  to  $1,248,244,  leaving  a  net  operating 
revenue  of  $153,619,  to  ^yhich  is  added  $4,315  non-operating  income. 
If  the  company  is  allowed  an  increase  of  one  cent  in  the  rate  of  fare, 
the  increase  in  net  revenues  will  be  approximately  $195,000.  There 
should  be  deducted  from  the  $10,000  additional  tax  to  be  paid  on 
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account  of  increased  gross  receipts,  leaving  $185,000  net.  The  esti- 
mated net  increase  of  $185,000  added  to  the  net  income  for  1920 
results  in  a  sum  of  $343,000,  which  approximately  is  the  estimated 
amount  that  would  be  obtained  from  an  eight  cent  fare.  The  fore- 
going sum  is  nearly  a  eeven  per  cent,  return  on  the  highest  estimate 
of  value  of  the  company's  property  and  approximately  eight  per  cent, 
on  the  lowest.  The  Board  is  not  satisfied  that  a  fare  of  ten  cents 
is  just  and  reasonable.  If  such  fare  should  be  charged  and  the 
number  of  passegners  as  estimated  by  the  company  should  be  carried, 
the  return  to  it  would  be  more  than  it  is  fairly  entitled  to  receive. 
If  the  result  of  such  fare  should  materially  curtail  use  of  the  service 
its  value  would  be  lessened  to  the  public  and  the  company  might  not 
obtain  more  revenue  than  would  accrue  under  an  eight-cent  fare. 
The  Board  holds  the  existing  rate  of  fare  of  seven  cents  to  ^e  un- 
reasonable and  authorizes  a  fare  of  eight  cents  to  be  charged  with  a 
continued  charge  of  one  cent  for  a  transfer.  Proposed  increase  in 
rates  of  the  Trenton  and  Mercer  Countj;  Traction  Corporation p.    129 

The  Board  finds  and  determines: 

(1)  That  the  value  of  the  property  of  the  company  used  and  useful 
in  the  public  service  is  $82,000,000.  (2)  That  the  operating  ex- 
penses of  the  company,  including  taxes  and  depreciation,  will  not 
eJcceed  $21,708,000.  (3)  That  a  return  of  $5,842,500  is  a  fair  re- 
turn upon  the  above  valuation.  (4)  That  such  return  will  give  to 
the  company  a  rate  of  slightly  over  seven  per  cent,  upon  such  valua- 
tion. (5)  That  the  total  requirements  of  the  company,  including  the 
said  return  of  $5,842,500,  will  be  $27,550,041.  (6)  That  the  in- 
crease in  the  charge  for  a  transfer  from  one  cent  to  two  cents  will 
produce  an  additional  income  of  approximately  $715,000  a  year  to 
the  company.  (7)  That  such  increase  in  the  charge  for  transfers, 
together  with  the  reduction  in  cost  of  operation  and  wages  and  the 
other  adjustments  in  operating  expenses  as  found  by  the  ^oard, 
will  produce  a  sufficient  revenue  to  enable  the  company  to  meet  all 
its  requirements  for  operating  exi)enses,  taxes  and  depreciation  and. 
will  afford  a  reasonable  return  upon  the  value  of  the  property  used 
and  useful  found  by  the  Board.  Investigation  of  the  reasonableness 
of  the  rates  of  t)ie  Public  Service  Railway  Company p.    140 

An  order  denying  an  increase. in  rates  was  appealed  to  the  Supreme 
Court,  which  reversed  the  action  of  the  Board,  declaring  that  the 
evidence  justified  an  increase  in  rates  without  regard  to  the  pending 
valuation  proceeding,  which,  under  the  instructions  of  the  Legisla- 
ture, was  required  to  be  determined  within  a  limited  time.  The 
Board  finds  and  determines  upon  the  evidence  that  the  allowance  of 
two  cents  for  a  transfer  instead  of  one  cent  as  now  charged  will  be, 
in  connection  with  the  company's  existing  charges,  a  just  and  rea- 
sonable rate  and  a  compliance  with  the  order  of  the  Supreme  Court. 
Application  of  the  PubUc  ^".crvice  Railway  Company  for  a  further 
increase  in  rates    ' p.    234 
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The  petitioner,  an  electric  railway  operating  between  Trenton  and 
Princeton,  proposes  to  charge  ten  cents  in  each  of  four  fare  zones 
with  commutation  tickets  good  for  single  cash  fare  at  the  rate  of 
$1.00  per  strip  of  11  tickets  and  commutation  school  tickets  sold  at 
the  rate  of  $2.00  per  strip,  of  40  tickets,  the  result  being  an  increase 
of  three  cents  per  zone  subject  to  the  commutation  rates.  The 
objectors  claim  the  fare  proposed  would  exceed  that  of  the  Pennsyl- 
vania Kailrctad  and  the  Trenton  and  Mercer  Traction  Corporation. 
If  both  the  foregoing  gave  the  same  service  to  the  public  the  Board 
would  be  unwilling  to  increase  the  rate  of  28  cents  which  the  peti- 
tioner now  charges  for  the  Trenton-Princeton  ride.  It  appears  that 
the  service  rendered  by  the  petitioner  is  somewhat  better  as  to 
schedules  maintained  and  the  character  of  equipment  and  roadbed. 
However,  the  Board  does  not  believe  that  the  value  of  the  service  to 
the  passenger,  in  view  of  the  competitive  conditions,  is  worth  more 
than  8  cents  cash  fare  per  zone,  or  30  cents  for  the  entire  trip. 
While  this  return  is  not  as  high  as  the  valuation  of  the  property 
might  justify  under  present-day  conditions  if  it  were  operating 
in  a  non-competitive  field,  it  is  sufficiently  high  to  enable  the  com- 
pany to  pay  its  operating  expenses  and  yield  what,  in  the  Board's 
judgment,  is  a  fair  return  upon  valuation,  particularly  in  view  of 
the  fact  that  the  company  entered  into  a  field  already  for  the  greater 
part  covered  by  a  traction  company.  It  would  be  unreasonable  to 
compel  the  public  to  pay  a  rate  of  return  at  present-day  rates  upon 
unlimited  duplication  of  facilities.  Proposed  increase  in  rates  hy 
the  New  Jersey  and  Pennsylvania  Traction  Company p.    244 

A  street  railway  company  operating  in  New  Jersey  also  across  the 
Delaware  River  between  Phillipsburg  and  Easton  and  in  the  city  of 
Easton  is  permitted  to  increase  its  rate  from  five  cents  to  seven 
cents ;  it  appearing  that  the  fare  for  the  interstate  fare  and  the  fare 
in  Easton  is  seven  cents,  and  the  revenues  under  the  five-cent  fare 
are  insufficient.  Application  of  the  Phillipsburg  Transit  Company 
for  increase  in  street  railway  fares p.    2(U5 

If  a  railway  company  sees  fit  to  enter  into  a  competitive  field  in  a 
sparsely  populated  district  it  must  be  assumed  that  it  has  considered 
the  risk  of  competitive  conditions.  It  cannot  expect  a  small  popula- 
tion to  support  two  competitive  utilities  yielding  each  the  same  rate 
of  fare  or  return  on  property  which  would  be  allowed  if  only  one 
were  in  existence.  If  the  claims  of  the  company  on  this  application 
for  a  rehearing  were  well  founded  the  deficit  which  it  says  would  re- 
sult through  the  alleged  error  would  be  approximately  $6,000.  It 
appears,  however,  that  the  company  has  effected  a  reduction  in 
wages  amounting  to  $6,000  a  year.  The  Board  was  not  aware  of 
this  when  it  filed  its  report.  Even  if  the  contention  were  true  that 
the  Board  allowed  $6,000  less  than  was  intended,  this  amount  is 
offset  by  the  saving  in  wages.  The  Board  sees  no  reason  to  modify 
its  order  and  the  application  is  denied.'  On  rehearing  of  appli4-a- 
tion  of  New  Jersey  and  Pennsylvania  Traction  Company  for  increase 
in   rates    p.    329 
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Complaint  is  made  of  a  change  by  the  Public  Service  Railway  Com- 
pany of  routing  of  cars  on  its  West  Hoboken  Line  resulting  in  a 
charge  for  transfer.  Held — ^The  company  should  be  permitted  to 
make  the  change,  but  only  upon  condition  that  it  will  grant  free 
transfers  to  passengers  desiring  to  transfer  for  points  beyond  Court- 
land  t  Street  on  such  cars  of  other  lines  of  the  company  as  proceed 
north  of  that  street  on  Summit  Avenue.  Town  of  West  Hohoken  vs. 
Public  Service  Railtoay  Company p.   358 

RATES— UNIFORM  THROUGHOUT  TERRITORY. 

The  adoption  of  uniform  rate  schedules  applicable  throughout  the 
entire  territory  served  by  the  company  ie  proper  and  is  not  unduly 
preferential  or  unduly  discriminatory  in  favor  of  or  against  any 
municipality.  Application  of  the  Commonwealth  Water  Company  for 
further  increase  in  rates p.   423 

The  Board  holds  that  when  no  appraisal  of  the  property  in  any 
division  other  than  the  Passaic  Division  is  before  it,  and  in  view  of 
the  practice  adopted  heretofore,  the  rate  for  the  present  and  until 
such  time  as  it  may  be  possible  to  obtain  an  appraisal  of  the  comr 
pany*e  property  in  toto  shall  be  continued  as  a  company-wide  rate. 
Jn  the  matter  of  rates  charged  for  gas  by  the  Public  Service  Oas 
Company    p.    4&5 

RATES— WATEHl  COMPANIES. 

In  the. absence  of  a  valuation  and  of  other  elements  which  should  be 
considered  in  a  rate  case  an  application  for  an  emergency  increase 
in  rates  is  denied,  it  not  being  apparent  that  there  is  an  urgent 
necessity  for  the  increase  to  provide  service.  Proposed  increase  in 
rates  by  the  Ocean  City  Water  Company p.     78 

The  increased  rates  submitted  are  approved,  it  appearing  that  after 
paying  operating  expenses  and  taxes  the  net  revenue  will  not  provide 
a  return  of  even  six  per  cent,  on  thfe  original  cost  of  the  property. 
In  the  matter  of  the  application  of  the  Vincentown  Water  Company 
for  increaied  rates I p.      86 

A  water  company  is  permitted  to  increase  its  rates  it  appearing  that 
with  the  increase  the  return  to  the  company  will  be  less  than  six 
per  cent,  on  ite  tangible  assets.  Application  of  the  (Gravity  Water 
Supply  Company  for  increase  in  rates p.    280 

Amendments  to  its  rate  schedule  submitted  by  the  petitioner  are  dis- 
approved, but  it  is  determined  that  the  company  is  entitled  to  ad- 
ditional revenue  owing  to  the  prevailing  high  cost  of  operation.  A 
schedule  of  rates  is  fixed  providing  for  a  demand  of  standby  charge, 
governed  by  the  size  of  meter,  and  block  rates  for  water  actually  con- 
sumed. The  rate  for  fire  service  is  made  up  of  two  parts,  a  fixed 
service  charge  based  on  the  inch-foot  (inches  in  diameter  times  length 
in  feet)  of  fire  mains  allocated  to  the  municipality  and  a  charge  for 
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each  hydrant.  In  the  matter  of  the  propoeed  incrtetee  in  raiee  hf  the 
Delaware  River  Water  Company  p.   298 

The  Board  finds  Hiat  the  sdiedule  of  rates  submitted  will  not  pro- 
duce an  excessive  return  upon  the  value  of  the  property  and  permits 
the  same  to  be  filed.  Application  of  Laurel  Springs  Water  Supply 
Company  for  inoreaied  ratei p.    318 

In  view  of  an  agfreement  between  a  water  company  and  its  customers 
that  increased  rates  might  be  charged,  provided  certain  improvements 
were  made  in  the  company's  plant  increased  rates  were  authorized 
to  become  effective  following  completion  of  the  improvements  agreed 
upon.  Application  of  the  Blackwood  Water  Company  for  increaee 
in  rata p.    343 

The  appraised  value  claimed  of  petitioner's  property  continued  by 
actual  additions  to  book  cost  to  September  30th,  1921,  is  $73,291. 
The  appraisal  shows  $4,982  for  value  of  services  purporting  to  be 
installed  by  the  company.  The  company's  annual  report  shows 
406  service  pipes  in  use  of  which  400  were  installed  at  the  expense 
of  consumers.  The  appraisal,  corrected  for  the  item  of  services,  may 
be  taken  in  round  figures  at  $69,000  depreciated  value,  as  contrasted 
with  the  investment  costs  (depreciated  by  the  amount  of  the  reserve 
for  depreciation  which  has  been  accumulated  by  the  company),  in 
round  figures  $57,600,  the  figures  in  both  cases  being  of  September 
30th,  1921.  The  company  is  permitted  to  put  into  effect  increased 
rates  submitted,  it  appearing  that  the  net  revenue  will  equal  5.42 
per  cent,  return  on  the  investment  of  $57,600  or  4.52  per  cent,  on 
the  modified  appraisal  of  $69,000.  Application .  of  the  Clementon 
Spring  Water  Company  for  approval  of  a  new  schedule  of  ratet ...  p.    347 

The  value  of  this  property  for  the  purpose  of  fixing  rates  from  the 
previous  determinations  of  the  Board,  plus  additions  at  actual  cost, 
and  after  deduction  of  depreciation,  is  $368,000.  The  increase  in 
rates  proposed  by  the  company  is  estimated  to  produce  a  net  income 
of  about  $27,000,  which  is  a  net  return  slightly  over  7  per  cent,  on  the 
value  determined  above.  If  the  additions  to  property  above  set 
forth  and  absolutely  needed  in  order  that  the  company  would  be 
in  a  position  to  furnish  safe,  adequate  and  proper  service  to  its  cus- 
tomers were  now  in  place,  the  value  upon  which  present  rates  should 
be  based  is  slightly  upwards  of  $400,000,  and  the  anticipated  net 
return  would  be  about  6.7  per  cent,  on  this  latter  figure.  The  com- 
pany should  be  required  to  make  the  improvements  to  its  plant  and  sys- 
tem  requisite  in  the  proper  performance  of  its  public  duty  and  in  order 
that  this  may  be  accomplie^ed  the  proposed  rate  increases  must  be 
made  effective  so  that  the  company  will  be  in  a  position  to  finance 
the  needed  improvements.  On  a  number  of  occasions  the  Board  has 
approved  certain  increases  in  rates  on  condition  that  certain  improve- 
ments were  to  be  completed  before  the  increased  rates  became  effec^ 
tive.  Difiiculties  have  arisen  in  financing  such  improvements  prior 
to  the  stabilizing  of  the  company's  financial  condition.    The  Board 
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will  therefore  allow  the  rates  to  become  eifectiTe  at  an  early  date 
and  will  require  the  company  to  proceed  with  the  work  of  installinsr 
the  necessary  improvements  with  a  view  to  having  them  com- 
pleted within  eight  months  after  the  effective  date  of  this  order. 
The  Board  permits  the  company  to  file,  effective  for  the  quarter 
commencing  January  Ist,  1922,  the  schedule  of  rates  proposed  by  it. 
Borough  of  Barringion  vs.  'Sew  Jemey  Waier  Service  Company — 
In  re  inadequate  service  and  application  of  the  Neu>  Jersey  Water 
Service  Company  for  approval  of  increased  rates .' p.    389 

In  applying  for  approval  of  increased  rates  a  water  company  esti- 
mates the  value  newt  of  its  property  at  present  day  prices  as  $415,- 
724.  The  amount  of  $106,916  is  deducted  for  accrued  depredation, 
leaving  a  present  value  of  $808,808.  The  value  new  based  on  pre- 
war prices  for  property  acquired  prior  to  1916  plus  additions  since 
at  the  actual  prices  paid  therefor  is  $815,907.  From  this  $29,400 
is  deducted  because  of  a  thirty-inch  main  for  which  it  is  conceded  a 
twenty-inch  main  might  be  substituted,  leaving  $286,507.  If  to  the 
pre-war  value  allowances  should  be  added  for  structural  overheads, 
going  value  and  appreciation  in  consideration  of  excess  of  present 
day  prices  over  pre-war  prices  and  deduction  made  for  accrued  de- 
preciation, the  total  value  of  the  property  would  not  be  less  than  the 
$308,808  claimed  by  the  company  as  present  value.  This  is  accepted 
as  the  base  on  which  rates  should  be  allowed.  The  Board  does  not 
accept  the  company's  contention  that  an  eight  per  cent,  return  should 
be  allowed.  If  a  company  has  a  long  record  of  efficient  operation, 
during  which  it  has  earned  eight  per  cent,  or  more  upon  the  prop- 
erty devoted  to  the  public  service  the  Board  is  inclined  to  allow  a 
higher  rate  of  return  than  to  a  company  whose  history  shows  it  has 
been  rarely  able  to  earn  an  eight  per  cent,  return  under  rates  fixed 
by  itself  and  admittedly  satisfactory  to  it  The  Board  does  not  con- 
strue the  statute  under  which  it  has  been  created  or  the  decisions 
of  the  courts  to  impose  the  duty  of  fixing  a  uniform  rate  of  return 
for  all  utilities.  To  do  so  would  be  in  a  sense  a  discrimination 
against  the  utility  which  has  been  efficiently  managed  and  operated 
and  would  reward  beyond  its  deserts  the  poorly  managed  utility  or 
one  less  fortunately  situated  with  respect  to  the  sixe  of  the  com- 
munity it  serves  and  the  growth  and  development  of  its  business. 
Taking  into  consideration  the  recent  history  of  the  company,  the 
Board  holds  that  the  rate  of  return  the  company  should  be  permitted 
to  earn  upon  the  valuation  accepted  should  be  slightly  in  excess  of 
seven  per  cent.  Customers  of  the  following  classes  should  be  dis- 
continued as  fiat  rate  customers  and  served  through  meters :  barber 
shops,  bake  shops,  butcher  shops,  drug  stores  provided  with  soda 
fountains,  any  store  having  use  for  water  other  than  for  ordinary 
toilet  facilities  for  private  use,  churches,  public  buildings  and  water 
motors.  A  schedule  of  rates  is  authorized  which  is  estimated  will 
yield  the  return  indicated  and  permit  of  reasonable  enlargements 
and  extensions.  In  the  matter  of  filing  hy  Somerville  Water  Com* 
pany  of  an  increased  water  rate  schedule p.   412 
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To  hold  that  when  the  Board  fixes  a  rate  of  return  that  rate  must  be 
earned  or  the  deficits  made  good  by  the  allowance  of  higher  rates 
is  to  mortgage  the  future  to  the  company.  All  that  a  Board  can  be 
expected  to  do  is  to  fix  what  is  a  fair  rate  under  the  conditions  exist- 
ing at  the  time.  It  should  not  be  held  as  a  guarantor  of  the  rate 
nor  of  stable  conditions  in  the  business.  After  full  consideration  of 
the  testimony  in  this  case,  and  taking  into  account  the  reducing 
cost  of  money  at  the  present  time,  the  Board  is  of  the  opinion  that 
a  net  return  of  the  same  amount  previously  allowed  will  bring  to 
the  company  a  fair  net  return.  The  gross  revenue  under  present 
rates  of  |371J03  for  the  twelve  months  ending  September  30th, 
1921,  includes  the  revenue  desired  under  the  twenty  per  cent,  in- 
crease granted  by  the  Board  in  response  to  the  company's  petition 
for  a  twenty-five  per  cent,  increase  in  rates  in  1920.  The  net 
revenue  for  the  twelve  months  amounted  to  $128,451.68,  which  equals 
about  6.1  per  cent,  on  the  rate  base  of  $2,100,000.  Expenses  in 
connection  with  investigations  of  rates  should  not  be  included  as  a 
proper  cost  in  any  one  year.  It  would  appear  that  this  item  of  cost 
shoul4  be  charged  uniformly  throughout  a  period  of  seven  years. 
The  adoption  of  uniform  rate  schedules  applicable  throughout  the 
entire  territory  served  by  the  company  is  proper  and  is  not  unduly 
preferential  or  unduly  discriminatory  in  favor  of  or  against  any 
municipality.  The  schedule  filed  by  the  company  is  based  upon  the 
assumption  that  an  increase  above  the  original  basic  schedule  of 
about  31.7  per  cent,  is  needed.  The  Board  is  of  the  opinion  that  a 
gross  increase  of  about  24.6  per  cent,  or  4.6  per  cent,  above  the  20 
per  cent,  allowance  of  1920  is  all  that  is  required  to  meet  those  parts 
of  the  company's  claims  which  merit  consideration.  This  increase 
is  necessary  to  enable  the  company  to  finance  improvements  and 
will  yield  something  over  7  per  cent.  Application  of  the  Common- 
tcealih  Water  Company  for  further  increase  in  rates p.   423 

REPRODUCTION  COST. 

Reproduction  cost  new  in  a  period  of  inflation  is  not  a  proper  basis 
for  valuation  for  the  purpose  of  fixing  a  rate,  although  some  con- 
sideration should  be  given  to  an  allowance  for  appreciation  of  a 
company's  property  in  view  of  present  economic  conditions.  An  esti- 
mate of  value  based  upon  the  general  trend  of  prices  is  a  better  test 
than  cost  to  reproduce  on  a  certain  date.  In  the  matter  of  the  rates 
charged  for  gas  by  the  Public  Service  Oas  Company p.    465 

SECURITIES. 

Issuance  of  $46,000  first  and  refunding  mortgage  five  per  cent 
bonds  is  approved  with  the  proviso  that  the  same  shall  not  be  sold 
or  otherwise  disposed  of  without  the  approval  of  the  Board.  In  the 
matter  of  the  application  of  the  Atlantic  City  Electric  Company 
for  approval  of  the  issuance  of  $4^^000  in  aggregate  principal 
amount  of  its  first  and  refunding  mortgage  five  per  cent,  sinking 
fund  gold  bonds p.        1 
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In  a  prior  proceedingr  approval  was  given  to  an  issue  of  bonds  in  the 
amount  of  $45,000  to  be  exchanged  at  par  for  an  equal  amount  of 
floating  indebtedness  representing  all  uncapitalized  net  construction 
expenditures  made  before  June  1st,  1920.  A  new  application  is 
made  based  upon  an  added  net  value  of  $7,000  to  property  and  the 
claim  that  the  holders  of  the  bonds  as  exchanged  must  obtain  cash 
for  them  and  they  cannot  be  issued  above  the  maximum  legal  rate 
of  80  per  cent,  of  par  value.  The  Board  is  of  the  opinion  that  bonds 
bearing  interest  at  six  per  cent,  should  not  be  issued  at  less  than 
85.  Approval  is  given  to  the  issuance  of  bonds  in  the  par  value  of 
$61,000  to  be  sold  at  85.  Application  of  the  Cape  May  Light  and 
Power  Company  for  approval  of  an  issue  of  bonds  at  80  in  the 
amount   of  siwty-five   thousand   dollars p.      49 

The  Board  does  not  usually  regard  with  approval  the  practice  of 
transferring  the  stock  of  a  public  utility  of  New  Jersey  to  a  foreign 
corporation.  In  this  case,  however,  it  appears  that  the  circum- 
stances are  such  that  consent  may  be  properly  given.  Approval 
is  given  upon  condition  that  the  Lambertville  Public  Service  Com- 
pany and  the  Flemington  Electric  Light,  Heat  and  Power  Company 
retire  all  their  outstanding  securities,  debts,  etc.,  and  that  the  com- 
panies be  completely  dissolved,  evidence  of  which  shall  be  deposited 
with  the  Secretary  of  State  in  the  manner  prescribed  by  law. 
Application  of  the  LamhertvUle  PuhUc  Service  Company,  Fleming^ 
ton  Electric  Light,  Heat  and  Poioer  Company  and  Newton  Electric 
and  Oas  Company  for  leave  to  seU  to  the  New  Jersey  Power  and 
Light  Company  their  property  and  franchises p.    253 

The  amount  of  securities  which  would  be  outstanding  after  the 
proposed  consolidation  is  effected,  if  approval  is  given  to  the  com- 
pany's plan,  is  90  far  in  excess  of  any  proven  value  that  the  Board 
is  unable  to  give  approval  to  the  consolidation  as  proposed  in  the 
application  of  the  company.  Application  of  the  New  Jersey  and 
Pennsylvania  Traction  Company  et  al.,  for  approval  of  Consolida- 
tion agreement p.    313 

Application  is  made  for  approval  of  issuance  of  $25,000  preferred 
stock.  The  value  of  the  property  is  estimated  at  $45,000.  Issues  of 
stock  heretofore  approved  total  $18,000.  There  is  outstanding  a 
mortgage  of  $6,500.  Approval  is  given  to  the  issuance  of  $20,500 
preferred  stock  at  par.  Application  of  the  Raritan  Valley  Hydro- 
Electric  Company,  Inc,  for  the  approval  of  the  issuance  of  its  pre- 
ferred stock  to  the  amount  of  $25,000 p.   354 

The  complainant  denies  the  right  of  the  respondent  to  charge  for 
water  supplied  because  of  an  ordinance  requiring  the  company  to 
furnish  water  free  to  the  public  schools.  The  power  of  the  Board 
to  fix  rates  despite  the  provisions  of  ordinances  specifying  rates  has 
been  sustained  by  our  courts  in  a  long  line  of  cases.  The  company  is 
being  paid  for  all  water  supplied  to  the  schools  in  the  other  munici- 
palities served  by  it  in  accordance  with  the  rates  fixed  by  the  Board. 
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To  countenance  the  furnishinsr  of  water  free  by  the  water  company  to 
the  Somers  Point  Board  of  Education  would  involve  a  discrimination 
in  violation  of  the  statute.  In  re  charge  for  water  supplied  to  Somen 
Point  Public  Schools  by  Atlantic  Cownty  Water  Company p.    360 

It  appears  that  on  December  31st  the  stock  of  the  Boonton  Electric 
Company  will  have  a  value  of  approximately  $24,000,  provided  no 
distribution  of  surplus  is  made  before  that  date.  If,  at  the  time  of 
acquisition,  the  stock  of  the  Boonton  Company  has  a  value  of  not  lew 
than  $24,000,  approval  will  be  given  to  the  issuance  of  this  amount 
of  stock  by  the  Morris  and  Somerset  Electric  Company  for  the  pur- 
pose of  acquiring  the  entire  outstanding  capital  stock  of  the  Boonton 
Electric  Company.  It  appears  that  on  December  31st  the  stock  of 
the  Boonton  Eilectric  Company  will  have  a  value  of  approximately 
$24,000,  provided  no  distribution  of  surplus  ie  made  before  that  date. 
If,  at  the  time  of  acquisition,  the  stock  of  the  Boonton  Company 
•ihas  a  value  of  not  less  than  $24,000,  approval  will  be  given  to  the 
issuance  of  this  amount  of  stock  by  the  Morris  and  Somerset  ESlectric 
Company  for  the  purpose  of  acquiring  the  entire  outstanding  capital 
stock  of  the  Boonton  Electric  Company.  There  must  be  approved 
by  the  Board  a  general  mortgage  securing  the  payment  of  the  ad- 
ditional two  per  cent  interest  on  a  proposed  issue  of  first  mortgage 
bonds  before  approval  can  be  given  to  the  issuance  of  the  latter. 
An  agreement  of  merger  and  consolidation  must  be  submitted  before  a 
petition  asking  for  approval  of  such  merger  and  consolidation  is 
granted.  Application  of  the  Morris  and  Somerset  Electric  Company 
for  approval  of  the  issuance  of  $450y000  first  mortgage  bonds,  the 
acquisition  of  the  capital  stock  of  the  Boonton  Electric  Company 
and  the  merger  and  consolidation  of  the  latter  with  the  petitioner, .  .p.   379 

It  appears  that  the  petitioner  is  operating  three  buses  which 
cost  $13,441.63.  The  issuance  of  stock  to  the  amount  of  the  pur- 
chase price  seems  to  be  reasonable.  The  Board  is  not  satisfied  that 
so  large  an  amount  as  $2,000  is  necessary  to  provide  a  fund  for 
emergency  purposes  or  as  working  capital.  $1,060  is  allowed  for  this 
purpose.  Upon  condition  that  not  less  than  two  and  one-quarter 
per  cent,  of  the  value  new  of  the  buses  purchased  be  set  aside 
monthly  out  of  earnings  as  a  depreciation  account,  approval  is* 
given  to  the  issuance  of  capital  stock  to  the  par  value  of  $14,500. 
Approval  of  the  issuance  of  $5,000  additional  stock  will  be  given, 
if  and  when  the  legal  requirements  in  connection  with  the  operation 
of  a  fourth  bus  are  fully  complied  with.  Appiication  of  Butler- 
Newark  Bus  Line,  Inc.,  for  approval  of  issue  of  $20,000  capital 
stock    p.    386 

SERVICE— AS  AFFECTING  RATES. 

Gas  company  allowed  to  increase  rates  conditional  upon  improve- 
ments in  service.  Wildwood  Oas  Company — In  re  service  and  in  re 
rates p.       8 
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In  fixing  a  schedule  of  rates  to  be  charged  it  is  required  that  in  a 
part  of  the  territory  served,  where  the  service  is  admittedly  de^ 
ficient  and  an  order  of  the  Board  requiring  improvements  has  not 
been  complied  with,  the  rate  charged  «hall  be  ten  cents  per  thousand 
cubic  feet  less  than  in  other  parts  of  the  territory.  Application  of 
the  Neto  Jersey  Qas  Company  for  further  increase  in  rates p.      30 

It  appearing  that  the  service  rendered  by  thp  petitioner  ha^s  been 
impHJVwl,  c<m(*idt*rfltk^n  in  given  to  its  ati|>lieiitioii  for  approval  of 
increase  rat  en.  €(ipe  Man  Ulu  ruinating  Comp<inif — Compliant^e  with 
inapecff^rs  r€eomnien4atimift  trith  re/tftet^t  tG  improi-cment  in  i^T' 
riee  and  application  for  increased  rate*   ,.,,.,.*,...,*.,*.,,*»  *  *  p.    112 

An  electric  railway  i^  allowed  a  higher  rate  than  a  competing  line, 
it  appeai'ing  that  better  service  it*  provided.  Propmcd  increai^^  in 
raieh  by  the  A'fm?  wIerHey  and  Pennsi;hania  Traction   Company. ..  .^.    244 

In  view  of  an  agreemt^t  b(»twpeji  a  water  ct>iiipafjy  and  its  eus- 
tomera  that  iDcrea^eti  rates  oiight  be  charged,  provided  certain  itn- 
provemetitij  were  made  in  the  e<jmpany*s  plant*  increaiied  rates  were 
fluthorlaied  to  lieCQtiie  effective  following  et>mpletioii  of  tlie  improve* 
mt*nts  aj^reed  upon.  AppUt^ation  ©/  the  Blavktrood  Water  Company 
for  increase  in  rates  .  * , .p.    34S 

The  company  shoult!  be  required  to  mHke  the  improveuients  in  its 
plant  and  system  requisite  in  the  proper  performanee  of  it8  jniblk 
duty,  and  in  order  that  thin  may  be  accomplished,  the  propop^ed  rate 
increases  musjt  b*?  made  effet^tive  ^o  that  the  conipany  will  be  in  a 
poailion  to  firifliiee  the  net?ded  improvements.  On  a  number  of 
OC«!aKions  thf^  Boarfi  has  a[ipi"*>v*^tl  certain  inereaset  in  rates  nn  con- 
dition that  eertaiu  improvemeniw  were  to  be  rompleted  before  the 
increased  rates  became  effective.  niffieulticK  have  arisen  in  fiuoncin* 
such  tmprovmentiii  prior  to  the  Btabiliaing  of  the  compnoy'^  financial 
condition.  The  Board  will  therefore  allow  the  rotPK  to  bec<>me  eflfec- 
fis'e  at  an  eurly  date  and  will  re^iuire  the  eumpany  to  procewi  U'ltb 
the  woric  of  installing  the  necesKnry  improvement  a  with  a  view  to 
having  them  completed  within  eight  months  after  the  effective  date  of 
thiji  order.  Boro^itffh  of  Harrinfffon  vh.  A'eir  Jersey  Waier  SerHr^ 
Company^-In  re  inndeqttnie  serru^e,  ln\:^^li§fa1ion  its  it}  trhefhrr  ihf 
New  Jersey  Water  ^'rrrtcc  Ct^tnpany  supplies  Ho-fct  a-dcquait  and 
proper  iervice,  Appiieatioit  of  the  Xetc  Jcritcj^  Water  ^vrtyict  Pont- 
pany  for  tipprovftl  of  increased  ni^ffl *]h    S89 

BElJAlCE^ELECTRir  COMPANIES. 

Stands rdiKflt  ion  of  e<iui[>meut  in  the  buwnesB  of  furniwhins  electrical 
current  is  highly  deairahle.  Tlte  eijuipment  through  which  the  pelr* 
tioner  n?k»  for  service  differt^  in  a  number  of  respects  from  the 
.specification?!  of  the  respondent.  It  doei*  not  appear  that  the  specifi- 
cations complained  of  prevent  the  petit loner  from  securing*  in  the 
open  nRirlfi^t  at  a  reasonable  price  a  device  or  equipment  whieb  will 
meet  the  respondent's  requirement.    The  Boani  holds  that  the  refusal 
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of  the  respondent  to  supply  current  through  the  appliances  fur- 
nished by  the  petitioner  is  not  unreasonable.  Petition  of  the 
Electric  Conduits  Company  vs.  Public  Service  Electric  Company  for 
service  connection p.    134 

SERVICE— GAS  COMPANIES. 

That  the  plant  capacity  of  the  applicant  should  be  increased  by  the 
addition  of  boiler  capacity  and  connections  enabling  it  to  generate 
sufficient  gas  to  supply  its  customers  for  the  ensuing  year.  That  it 
should  reinforce  the  mains  now  known  to  be  defective,  especially  on 
Roberts  Avenue,  where  a  two-inch  main  is  now  installed.  This 
should  be  replaced  by  a  four-inch  main  and  it  should  promptly 
meter  all  applicants  for  service  along  its  existing  mains.  Wildtcood 
Qas  Company — Tn  re  service  and  in  re  rates p.        8 

The  Board  repeats  what  was  said  by  the  former  Board  in  1920  after 
an  exhaustive  investigation  made  by  it  at  that  time  that  the  testi- 
mony shows  that  the  present  rate  of  consumption  of  gas  oil  and  the 
conservation  of  the  fuel  supply  made  a  change  in  the  calorific  stan- 
dard at  that  time  desirable.  The  conditions  referred  to  by  the  Board 
at  that  time  continue  and  will  continue  in  the  judgment  of  this 
Board.  The  reasons  given  by  the  Board  in  1920  for  the  fixing  of  the 
calorific  standard  at  525  B.  t.  u.  are  as  applicable  to-day  as  they 
were  a  year  ago.  Application  of  the  City  of  Newark  for  a  change 
in  the  standard  for  gas p.    334 

SERVICE— RAILROAD  COMPANIES.     See  Railroads— Stations. 

SERVICE— STREET  RAILWAYS. 

Application  is  made  by  a  street  railway  company  to  abandon  part  of 
its  line.  In  view  of  the  inability  of  the  company  to  earn  anything 
like  a  fair  return  upon  the  property  involved ;  of  the  request  of  the 
State  Highway  Commission  that  the  track  be  removed  so  it  may 
improve  the  street  as  part  of  the  State  Highway  System,  and  the  re- 
quest of  the  City  Commission  that  the  Board  consent  to  the  removal, 
the  Board  holds  that  the  advantages  accruing  to  the  community  as  a 
whole  from  the  removal  of  the  tracks  and  abandonment  of  the  fran- 
chise outweigh  the  objections  of  residents  opposing  the  removal,  and 
that  the  consent  should  be  granted.  In  the  matter  of  proposed 
abandonment  by  Millville  Traction  Company  of  its  franchise  on 
South  Second  Street,  Millville p.        4 

Consent  is  given  to  a  street  railway  company  to  abandon  service  ai)d 
remove  tracks  partly  on  a  private  right  of  way  and  partly  on  a 
public  highway  where  the  track  runs  to  an  amusement  park  no 
longer  used ;  the  consent  to  the  removal  of  the  track  from  the  public 
highway  to  be  given  upon  the  municipality  consenting  thereto. 
With  respect  to  another  portion  of  the  track  running  for  a  distance 
of  ten  miles  between  different  municipalities  the  Board,  notwith- 
standing the  company's  assertion  that  the  portion  of  the  line  in  ques- 
tion is  not  profitable,  will  not  grant  the  application  for  removal  at 
least  until  the  attitude  of  the  municipalities  is  ascertained  and  evi- 
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dence  thereof  is  submitted  to  the  Board.  Mere  failure  to  earn  a 
proper  return  on  a  line  which  is  part  of  a  system  is  not  sufficient 
ground  for  its  abandonment.  In  the  matter  of  the  ahcmdonment  of 
portion  of  the  line  and  removal  of  tracks  of  the  Bridgeton  and 
Millville   Traction   Company    p.        6 

Complaint  is  made  of  a  change  by  the  Public  Service  Railway  Com- 
pany of  routing  of  cars  in  Jersey  City,  resulting  in  charge  for 
transfer.  Held :  If  the  company  desires,  in  the  interest  of  economy, 
to  stop  its  Belt  Line  cars  at  the  Summit  Avenue  Tube  Station  be- 
tween 1 :00  A.  M.  and  5 :00  A.  M.  it  may  do  so ;  but  only  on  condi- 
tion that  it  grant  a  free  transfer  to  each  passenger  desiring  to  go 
south  beyond  the  Tube  Station  to  any  other  point  on  the  line  known 
as  the  Belt  Line,  and  that  it  grant  an  additional  transfer  to  such 
passenger  upon  payment  of  the  regular  transfer  charge  to  the  Mont- 
gomery and  other  lines  at  the  transfer  points,  according  to  the  prac- 
tice in  existence  in  that  respect  upon  the  said  Belt  Line  prior  to 
change  complained  of.  E,  A,  Ransom,  Jr.,  vs.  Public  Service  Rail- 
way Company   p.    355 

Complaint  is  made  of  a  change  by  the  Public  Service  Railway  Com- 
pany of  routing  of  cars  on  its  West  Hoboken  Line  resulting  in  a 
charge  for  transfer.  Held :  The  company  should  be  permitted  to 
make  the  change,  but  only  upon  condition  that  it  will  grant  free 
transfers  to  passengers  desiring  to  transfer  for  points  beyond  Court- 
landt  Street  on  such  cars  of  other  lines  of  the  company  as  proceed 
north  of  that  street  on  Summit  Avenue.  Totcn  of  West  Hohoken  vs. 
Public  Service  Railtcay  Company p.    358 

SERVICE— WATER  COMPANIES.  See  also  Meters  and  Exten- 
sions OF  FACILmES. 
The  complainant  denies  the  right  of  the  respondent  to  charge  for 
water  supplied  because  of  an  ordinance  requiring  the  company  to 
furnish  water  free  to  the  public  schools.  The  power  of  the  Board  to 
fix  rates  despite  the  provisions  of  ordinances  specifying  rates  has 
been  sustained  by  our  courts  in  a  long  line  of  cases.  The  company 
is  being  paid  for  all  water  supplied  to  the  schools  in  the  other  mu- 
nicipalities served  by  it  in  accordance  with  the  rates  fixed  by  the 
Board.  To  countenance  the  furnishing  of  water  free  by  the  water 
company  to  the  Somers  Point  Board  of  EJducation  would  involve  a 
discrimination  in  violation  of  the  statute.  In  re  charge  for  water 
supplied  to  Somers  Point  Public  Schools  by  Atlantic  County  Water 
Company    p.    360 

The  company  should  be  required  to  make  the  improvements  to  its 
plant  and  system  requisite  in  the  proper  performance  of  its  public 
duty,  and  in  order  that  this  may  be  accomplished,  the  proposed  rate 
increases  must  be  made  effective  so  that  the  company  will  be  in  a 
position  to  finance  the  needed  improvements.  On  a  number  of  occa- 
sions the  Board  has  approved  certain  increases  in  rates  on  condition 
that  certain  improvements  were  to  be  completed  before  the  increased 


Digitized  byCjOOQlC 


514  Index. 


rates  became  effectiye.  Difficulties  have  arisen  in  financing  such  im- 
provements prior  to  the  stabilising  of  the  company's  financial  condi- 
tion. The  Board  will  therefore  allow  the  rates  to  become  effective 
at  an  early  date  and  will  require  the  company  to  proceed  with  the 
work  of  installing  the  necessary  improvements  with  a  view  to  having 
them  completed  within  eight  months  after  the  effective  date  of  this 
order.  Borough  of  Barrington  vs.  New  Jersey  Water  Service  Com- 
pany— In  re  inadequate  service p.   389 

STREET  RAILWAYS.    See  Rates,  Service,  Taxes. 

TAXES— COMPROMISE  AND  SETTLEMENT  OF. 

The  Board  is  asked  to  compromise  and  settle  taxes  assessed  under 
misapprehension  on  property  not  taxable  as  railroad  property,  the 
time  for  appeal  to  the  State  Board  of  Assessors  having  passed.  The 
Board  is  authorized  by  statute  to  entertain  such  application  and 
"makes  such  investigation  as  may  be  necessary  and  determine 
whether  it  is  in  the  public  interest  that  there  should  be  a  compro- 
mise and  settlement  of  such  arrears  of  taxes  *  *  *."  The  Board 
construes  the  words  "in  the  public  interest"  as  being  synonymous 
with  the  words  "in  the  interest  of  justice."  It  certainly  is  as  much 
in  the  interest  of  the  public  that  utilities  should  not  be  required  to 
pay  more  than  is  just  as  it  is  in  the  pufblic  interest  to  require  that 
they  should  not  receive  more  than  is  just.  The  Board  reports  that 
taxes  assessed  $7,000  for  the  year  .1920  should  be  compromised  in  the 
amount  of  $5,000.  Application  of  the  Trenton,  LatorenceviUe  and 
Princeton  Railroad  Company  and  Trenton,  Lawrenceville  and 
Princeton  Ewtension  Railroad  Company  for  a  comjHromise  and  settle- 
ment of  taxes   p.    462 

VALUATION.    See  also  Going  Value. 

Of  the  total  of  $182,150  fixed  as  the  value  of  the  property  of  a  gas 
company  for  a  rate  base  it  is  held  that  $13,315  should  be  assigned  to 
street  lighting  service,  $135,437  to  the  service  of  domestic  consumers 
and  $33398  to  the  service  of  another  gas  company,  which  sells  gas 
bought  in  bulk  from  the  company  under  consideration.  Application 
of  the  Ocean  County  Oas  Company  for  further  increase  in  rates. . .  .p.      16 

In  determining  the  rates  to  be  charged  by  a  gas  company  the  value 
of  the  tangible  property  as  a  basis  for  rates  is  taken  as  $1,192,731. 
To  this  $115,395  is  added  for  intangible  fixed  capital  and  $65,400 
equal  to  five  per  cent,  of  the  sum  so  obtained  is  added  for  working 
capital.  The  total  amounts  to  $1,373,500.  Application  of  the  New 
Jersey  Oas  Company  for  further  increase  in  rates p.     30 

In  the  absence  of  a  valuation  and  of  other  elements  which  should  be 
considered  in  a  rate  case  an  application  for  an  emergency  increase 
in  rates  is  denied,  it  not  being  apparent  that  there  is  an  urgent 
necessity  for  the  increase  to  provide  service.  In  the  matter  of  pro- 
posed increase  in  rates  by  the  Ocean  City  Water  Company p.      78 
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Id  determining  the  value  of  the  property  of  a  street  railway  com- 
pany in  a  rate  proceeding,  the  properties  of  a  number  of  companies 
owned  or  controlled  by  the  street  railway,  but  not  used  for  street 
railway  purposes,  are  excluded.  Amounts  paid  by  the  government 
for  construction  work  during  the  war  are  excluded.  Following  the 
rule  laid  down  by  the  United  States  Supreme  Court  in  the  Minnesota 
rate  cases,  the  Board  holds  that  the  reproduction  value  of  lands  to  be 
considered  as  an  element  in  determining  the  fair  rate-making  value 
of  a  public  utility  property  is  that  based  upon  the  value  of  adjacent 
similar  lands,  without  increments,  for  conjectural  damages,  acquisi- 
tion or  other  incidental  costs.  Items  purchased  far  in  advance  of 
their  need,  or  remaining  in  the  hands  of  the  company  years  after 
their  usefulness  has  departed,  cannot  be  included  in  an  appraisal 
based  upon  a  consistent  theory.  No  finding  is  made  as  to  a  specific 
amount  to  be  allowed  for  promotion  expenses,  but  consideration  is 
given  to  these  in  determining  development  cost  as  going  value.  The 
Board  finds  and  determines  that  all  amounts  claimed  for  commis- 
sions and  discounts  should  be  excluded  in  determining  fair  value,  and 
that  due  consideration  will  be  given  to  these  claims  in  determining 
the  fair  rate  of  return.  Consideration  is  given  to  superseded  prop- 
erty in  determining  a  proper  allowance  for  development  expenses  or 
going  value.  In  the  Passaic  gas  case,  decided  by  this  Board  De- 
cember 26,  1912,  it  was  said :  '*To  obtain  present  value  it  becomes 
necessary  to  deduct  from  the  estimated  cost  to  reproduce  new  the  ac- 
crued depreciation.*'  In  dealing  with  accrued  depreciation  the  Board 
follows  the  rule  laid  down  in  the  Passaic  gas  case,  which  it  under- 
stands to  be  in  accordance  with  the  rule  laid  down  by  the  United 
States  Supreme  Court.  From  all  the  evidence  the  Board  finds  and 
determines  that  there  should  be  deducted  for  accrued  depreciation 
from  costs  new  of  all  the  street  railway  properties  other  than  lands 
$13,500,000.  In  fixing  the  value  of  this  property  current  prices  or 
the  appreciated  value  will  be  considered.  How  much  weight  should 
be  attached  to  present-day  prices  is  a  question  that  cannot  be  de- 
termined by  any  hard  and  fast  rule.  Certainly,  while  sufficient  con- 
sideration must  be  given  them,  it  would  manifestly  be  unjust  to 
make  them  the  sole  test  of  fair  value.  Appraisals  made  following  the 
theory  of  cost  of  reproduction  new  necessarily  cover  appreciation  to 
the  time  of  the  appraisal.  In  this  record  appraisals  on  pre-war  basis 
reflect  the  appreciation  to  about  1912,  excepting  lands  which  are  ap- 
praised at  present-day  prices;  therefore  all  appreciation,  if  any, 
in  lands  would  be  taken  care  of.  Another  important  recognition  of 
present-day  prices  results  from  the  fact  that  the  additions  made  to 
this  property  since  January  1,  1916,  have  been  included  at  the  actual 
full  wartime  cost  Complying  with  the  rule  laid  down  by  the  United 
States  Supreme  Court,  and  after  carefully  considering  all  the  evi-. 
denee  as  to  the  general  upward  trend  of  prices,  and  also  giving  due 
consideration  to  present-day  prices,  the  Board  finds  and  determines 
that  an  allowance  for  appreciation  is  reasonably  represented  by 
$12,000,000.  In  making  up  the  value  of  the  property  of  a  utility 
company  allowance  must  be  made  for  working  capital.  The  Board 
finds  and  determines  that  working  capital  is  needed  by  the  company 
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for  two  purposes :  Ist.  Because  of  investment  in  materials  and  sup- 
plies. 2d.  To  cover  the  amounts  needed  in  advance  to  meet  charges 
for  insurance,  licenses  and  other  similar  items  in  the  agirregate. 
One  and  one-half  million  dollars  is  held  to  be  amply  sufficient  for 
these  purposes.  After  considering  all  the  evidence  in  this  case  relat- 
ing to  the  value  of  the  properties  of  the  Public  Service  Railwaj 
Company,  the  historical  cost  of  reproduction  new,  accrued  deprecia- 
tion, appreciation,  including  all  overheads,  going  value,  contin- 
gencies, cash  working  capital,  materials  and  supplies  and  all  other 
elements  of  value,  tangible  and  intangible,  and  having  considered  the 
company  as  a  going  concern  with  attached  business,  the  Board  finds 
and  determines  the  fair  value  for  rate-making  purposes  to  be  ^82,- 
000,000.  In  the  matter  of  the  investigation  of  the  reasonableness  of 
the  rates  of  .the  Public  Service  Railway  Company p.    140 

On  petition  of  the  predecessor  to  the  existing  company  for  approval 
of  an  increase  in  rates  the  value  of  its  property  was  fixed  at 
$250,000  on  the  basis  of  reproduction  cost  new,  less  depreciation. 
The  property  was  sold  to  a  committee  representing  the  bondholders 
at  public  sale  for  $60,000 ;  the  par  value  of  the  bonds  was  $100,000  ; 
a  claim  is  made  of  additional  costs  and  loss  of  interest,  making  the 
cost  to  the  bondholders  $125,000.  This  sum,  by  stipulation,  is  taken 
as  the  basis  for  rates  in  this  proceeding.  Application  of  the  Pleas- 
antville  Gas  Company  for  further  increase  in  rates p.    236 

The  value  of  this  property  for  the  purpose  of  fixing  rates  from  the 
previous  determinations  of  the  Board,  plus  additions  at  actual  cost, 
and  after  deduction  of  depreciation,  is  $368,000.  The  increase  in 
rates  proposed  by  the  company  is  estimated  to  produce  a  net  income 
of  about  $27,000,  which  is  a  net  return  slightly  over  7  per  cent,  on 
the  value  determined  above.  If  the  additions  to  property  above  set 
forth  and  absolutely  needed  in  order  that  the  company  would  be 
in  a  position  to  furnish  safe,  adequate  and  proper  service  to  its 
customers  were  now  in  place,  the  value  upon  which  present  rates 
should  be  based  is  slightly  upwards  of  $400,000,  and  the  antici- 
pated net  return  would  be  about  6.7  per  cent,  on  this  latter  figure. 
Borough  of  Harrington  vs.  New  Jersey  Water  Service  Company — 
In  re  inadequate  service;  Investigation  as  to  whether  the  New 
Jersey  Water  Service  Company  supplies  safe,  adequate  and  proper 
service — In  re  service  connections;  In  the  matter  of  the  applica^ 
Hon  of  the  New  Jersey  Water  Service  Company  for  approval  of  in- 
creased rates p.    389 

In  applying  for  approval  of  increased  rates  a  water  company  esti- 
mates the  value  new  of  its  property  at  present-day  prices  as 
$415,724.  The  amount  of  $106,916  is  deducted  for  accrued  depre- 
ciation leaving  a  present  value  of  $308,808.  The  value  new  based  on 
pre-war  prices  for  property  acquired  prior  to  1916,  plus  additions, 
since  at  the  actual  prices  paid  therefor  is  $315,907.  From  this 
$29,400  is  deducted  because  of  a  thirty-inch  main  for  which  it  is  con- 
ceded a  twenty-inch  main  might  be  substituted,  leaving  $286,507. 


Digitized  byCjOOQlC 


Index.  517 


If  to  the  pre-war  value  allowances  should  be  added  for  structural 
overheads,  going  value  and  appreciation  in  consideration  of  excess 
of  present-day  prices  over  pre-war  prices  and  deduction  made  for 
accrued  depreciation,  the  total  value  of  the  properly  would  not  be 
less  than  the  $308,808  claimed  by  the  company  as  present  value. 
This  is  accepted  as  the  base  on  which  rates  should  be  allowed. 
In  the  matter  of  filing  hy  Somerville  Water  Company  of  an  increased 
toater  rate  schedule p.   412 

The  fair  value  of  the  company's  property  in  the  Passaic  Division 
is  placed  at  $6,500,000,  on  which  a  return  of  eight  per  cent,  is 
allowed.  In  the  matter  of  the  rates  charged  for  gas  by  the  Public 
Service  Oas  Company  p.    465 

WATER  COMPANIES.     8ee  Rates — Water  Companies   and   Seb- 
viCE — Wateb  Companies. 

WORKING  CAPITAL. 

In  determining  the  rates  to  be  charged  by  a  gas  company  the  value 
of  the  tangible  property  as  a  basis  for  rates  is  taken  as  $1,192,731. 
To  this  $115,395  is  added  for  intangible  fixed  capital  and  $65,400 
equal  to  five  per  cent,  of  the  sum  so  obtained  is  added  for  working 
capital.  The  total  amounts  to  $1,373,500.  Application  of  the 
New  Jersey  Qas  Company  for  further  increase  in  rates p.      30 

In  making  up  the  value  of  the  property  of  a  utility  company  allow- 
ance must  be  made  for  working  capital.  The  Board  finds  and  de- 
termines that  working  capital  is  needed  by  the  company  Jor  two 
purposes:  1st.  Because  of  investment  in  materials  and  supplies. 
2d.  To  cover  the  amounts  needed  in  advance  to  meet  charges  for 
insurance,  licenses  and  other  similar  items  in  the  aggregate.  One 
and  one-half  million  dollars  is  held  to  be  amply  sufiicient  for  these 
purposes.  In  the  matter  of  the  investigation  of  the  reasonableness 
of  the  rates  of  the  Public  Service  Railway  Company p.    140 
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